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PREFACE 

1 huvc found it necessary to enlarge this Volume very con- 
siderably 

When some few years ago a movement was started to abolish 
our present system of Coinage, the most perfect and successful 
ever devised by the ingcmiity of man, and to restore the old 
Bimetallic System, which, after having been vainly attempted to 
be maintained for live hundred years, had been finally auandoned 
as hopeless, impracticable and injurious, it seemed so contrary to 
demonstrated Science that most persons thought that it was not 
worth any attention 

But such is no longer the case. This movement has had such 
an unexpected extension, and met with such wide support from 
numerous 'and inlluential persons in nearly eveiy country, that it 
can no longer be neglected, ^riierci is no graver and more 
momentous^Economic (jucstion at the present day, nor one which 
is at the present time being more hotly discussed throughout the 
world 

I have, theujifore, found it necessary to giv« the whole su))ject 
of tkc Coinage much greater prominence than it received in the 
previous edition. I have given a clia})ter to explain the general 
principles of the Coinage, and also one specially to Bimctalism 

• The gradual adoption by most of the European States of a 
single Gold Standard, coined in unlimited quantity, and made 
legal tender to anytnnoun^, with Coins of other metals such as 
Silver strictly limited in quantity, and made only subsidiary to 
the Standard Unit — which is termed Monometalism — is one of 
the mdst important Economical events of the nineteentli century. 
But comparatively few even of the persons w'ho acquiesce in this 
system as being established and successful, are fully informed of 
the hfetorical facts and arguments on which it is founde^l. The 
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purpose of this chapter is to give a succinct, but sufficiently full 
account of the indubitable historical facts, and the incontrovertible 
arg^iments wliich a long scries of illustrious men during five 
centuries have based upon these facts, upon which the modern 
system of Monometalism is founded, and to examine whether the 
Bimetalists have brought forward any sound reasons for invali- 
dating them and reverting to the former system 

The whole of this vast controversy is reducible to a single 
simple and definite issue 

Supposing that Gold and Silver are coined in unlimited 
qukntities, and a Fixed Legal Ratio is enacted between them — 

(1) Is it tlie Legal Fixed Ratio enacted between the Coins 
which governs the relative Value of the metals in Bullion ? 

(2) Or is it the relative Value of the metals in Bullion which 
governs the relative Value of the Coins ? 

(3) And if it be found impossible for any single State to 
maintain Gold and Silver coined in unlimited q)jantities in 
circulation at a Fixed Legal Ratio, is it possible for any number 
of States combined to do so by an International Agreement ? 

This is the whole gist of the controversy, and all facts* and 
arguments adduced must be directed to establish one or other of 
these points. All descriptions, however long, or however true, of 
the unfortunate state of commerce at the present time, afe 
utterly irrelevant and beside the question, and inuslT at once Be 
dismissed from consideration. This issue, which is the sole point 
in the case, is not to be determined iJy ^sci^ions evolved out of 
the inner consciousness of any persons, however numerous and 
influential, but by a strict investigation of the history ^of the 
Coinage in different countries, and by solid arguments formed on 
the observation of these facts 


I hs.ve given succinct, but I hope sufficient, notices oi tiie 
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attempt to maintain Bimetalism in England and Franco for five 
hundred years, and its total failure and final abandonment in 
these countries ^ 

In both countries it was attempted to maintain unlimited 
(juantities of Gold and Silver in circulation at a Fixed Legal 
Ratio, but it totally failed. Oresine in France, Copernicus in 
Poland, and Gresham in England demonstrated that the relative 
Yalue of the metals in Bullion governs the relative value of the 
Coins: and that if the Fixed Legal Ratio between the Coins 
differs from the market, or natural, \"ahie of the metals^ in > 
Bullion, the Coin whicli is nndeiTated invariably disappears from 
circulation, and the Coin which is overrated alone remains 
current 

• As it was, however, found to be impossible to be constantly 
adjusting the Fixed Legal Ratio of the Coins to the porp^tually 
varying Ylilife of the metals. Petty, Locke, and Harris demon- 
strated that the true remedy was to adopt One metal only as 
the Btandat’d Unit, and to issue- Coins of other metals only as 
subsidiary to the Standard Unit. This doctrine was enforced in 
a masterly trftitise by Lord Liverpool in 1805, was entirely 
approved of bf the Governor-General of Ifidia in Council in 
18ot), and was finally established by Law ^it the great recoinage 
of 1816. And ever since then England In^f enjoyed the most 
perfeot system of Coinage ever devised by the ingenuity of man, 
and has been perfectly free from all Coinage troubles 


I am tortunate being able to bring before my readers an 
experience which is wholly novel to the general public, aiid^is of 
overwhelming weight 

Robert Chalmers, of the Treasury, author of a very 
useful History of Colonial Currencies, informed me that the 
Governor-General of India in Council had issued a most important 
Minute on Bimetalism in 1806 
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Upon making application to the India Office, J was at once 
most courteously permitted to take a copy of this Minute and to 
publish it. 1 have givcp verhaihn extracts of such parts of it as 
relate to Bimetalism, which are now for the first time made 
public, and they are of decisive weight in the present discussion. 

It will be seen that tlie Indian Government, being plagued 
and tormented by the multitude of Gold and Silver Coins — 1)94 
in number — circulating in India of difierent weights and fineness, 
attempted to establish Bimetalism in India in 17()G. But the 
atfiimpt wholly failed, and having had ample experience of 
Bimetalism in all its forms, denounced and renounced it and all 
its woes, and declared its adoption of Mononictalisin. Most 
unfortunately, when they had the choice of cither metal, they 
adopted Silver exclusively, and totally demonetised Gold, which 
has been the causcj of all our present troubles ^ ^ 

It will be seen that the illustrious authoi’ities I have cited, 
wu'th the ample experience of centuries before them, have 
unanimously demonstrated that it is the relative market Value 
of the Metals wliich governs the relative' Value gf the Coins — 
and not the reverse, as the IBmetalists assert. Fixed Legal 

Ratio of the Coins never had the least effect on the market Value 
of the IMetals. Durihg all this long period of time not a single 
person supported the doctrine now maintained by the Bimetalists. 

It was demonstrated by the inexorable logic of facts and 
incontrovertible arguments that — “ 2'he Worst forint of CurreaCij 
in circulation regulates the Value of the tvhole, and drives all other 
forms out of Circulation'' This great fundamental Law of the 
Coiifiigc is just as firmly established as the Law of Gravitation. 
It is absolutely universal. It is not limited in Time or Space. 
It is true through however large an area it operates 

When, therefore, the Bimetalists assert that the Law w^ich 
has been found to hold good in all ages and in every single and 
separateoState can be set aside and overruled by an International 
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A^a-eement, it is just as rational to say that if all sino^Ie States 
cannot set aside the Law of Gravitation, an International 
Agreement can do so — or to say that if^any nnniber of singly* 
States cannot regnlate the course of the Moon, an International 
Agreement can do so 


But to determine all the issues raised by the Bimetalists much 
wider considerations are necessary 

The rock upon which the Bimetalists, and most other ;^ersons 
who chatter about tlie Gnrrency, founder, is that tliey consider 
Gold and Silv'er only to be the Currency, or Circulating j\Iediuni 
of the world, and the iMeasiire of J^rices 

• But the Currency, or Circulating iAIedium, consists not only 
of Specie — Gold, Silver, and Copper — but also of Credit in all its 
forms, both written and unwritten 

The Binlctftlists persistently ass(?rt that tluj commercial 
malaise which prevails throughout the world at the present time 
is due to the Scarcity and A])preciation — as they are pleased to 
term it, by which they mean the rise in the Value — of Gold. 
They attribute tlits to the Demonetisation of Silver, and they 
allege that this fal^in the Value of a certain nuiAber of commo- 
dities ?s due to the fact that Gold has to do double duty. They 
allege that if Gold and Silver w'cre coined in unlimited quantities 
at a Fix^d Legal Ratio, it would increase the Currency, or (h’r- 

culSting Medium, of the world 

• • 

Xow, in the tirst place, no country wdiatever has Demonetised 
Silver : all they have* done ^'s to restrict its ([uantity. In the 
second place, the history of the Coinage in dilferont countries 
proves that in no country whatever did Gold and Silver ever 
circulj^tc together in unlimited quantities at a Fixed Legal 
Ratio^ But they alternately drove each other out of circulation, 
as one or the other was overrated or underrated ])y the Fixed 
Legal ifatio. And it is a pure delusion to suppose that cs>ining 
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Gold and Silver in unlimited quantities at a Fixed Legal Eatio 
would augment the Currency of the world 
' All these assertions^ arc the coinage of the vain imagination of 
the Bimetalists, arising from their neglecting to study the history 
of the Coinage in different countries, and their ignorance of the 
rudimentary Laws of Economics 

In the next i)laco, they totally omit the consideration of what 
they miglit sec in any Treatise on Economics, that Rights of 
action, Credits, or Debts, have exactly the same effects on Pro- 
duction and Prices as an equal quantity of Gold 

In this Treatise we have given a complete exposition of the 
Juridical and Scientific principles of Credit : and the organisation 
and meclianism of the colossal system of Credit, both IMercahtile 
and Banking : and to apprehend the subject of Bimetal isrn it is 
necessary to consider it in combination with the system of Credit. 

^riie fact is we have long passed through the ages of Gold 
and Silver — we arc now in the age of Credit, or Paper. Gold 
and Silver are only now used in small daily and'retail transac- 
tions to serve as pocket-money. All operations in Commerce aud 
Trade are now carried on by means of Rights Sf action. Credits, 
or Debts : and the only use of Gold now in commerce^ is for 
Banks to keep such strong reserves of Gold, as to inspire the 
public with confidence that they can pay their Credits at any 
moment on demand. I have shown that Credits, or Circulating 
Debts, now constitute UD per cent, of the Currency in this, and 
other great mercantile countries 

To treat of the question of ‘die Currency, or Circulating 
]\ledium, or the Measure of Prices, at the present day, and to 
include only Gold aud Silver under that title, and to leave out all 
consideration of the colossal system of Credit, is just as irotional 
as it would be to write a general treatise on Mathematics, ^and to 
leave out all mention of the Differential Calculus and its^develop- 
ments — or to write a treatise on the Conveyances of the present 
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day, and to include only pack horses, stage coaches and stage 
wagons, and to omit all mention of Canals, Kailroads and 
Steamers — or to write a treatise on ]ilachin|s and to leave out al] 
mention of the Steam Engine 

In "fact Banking Credits are now for all practical purposes 
the Current Coin of the Realm : and to show what a mass of 
Banking Credits may be built on a very slender basis of Specie, 
we may take the exam[)le of dear old Scotland, because it has the 
best organised system of Banking in the world. It apjKiSrs V)y 
the last official accounts, that with a reserve in Gold oi** 
£-J-,8()(),5ll the Scottish Banks are able to support Banking 
Credits to the amount of £l)2,240,o5G. These i)2 millions of 
Banking Credits have exactly the same eirects in all respects as 
an equal quantity of Gold. And when, by a well-organised 
system of Biuikjng, it is found possible for all practical purposes 
to multiply less than 5 millions of Gold into more than 1)2 
millions, what becomes of the baseless cry of the Bimetalists of 
the Scarcity and the Appreciation of Gold ? 

• If any one wii^ies to comprehend the marvellous powers of a 
well-organised sysi^n of Banking, let him study. the mechanism 
of the •Banking System of Scotland, given in this work, and he 
will then see the force of the aphorism of Deirfosthciies — “ If yon 
were ignorant of this that Credit is the greatest Capital of all 
towards ^he acquisition of Wealth, you would be utterly ignorant: ” 
and ’of the aphdrism of Daniel Webster — “ Credit has done more, 
a thousand times,^to enrich nations than all the mines of all the 
w^orld 

Thus all the assertions of the Bimctalists are melted into an*, 
into thin air, leaving not a rack behind 

Biiiietalists complain that they never can get Moiionietalists 
to answer their facts and arguments. The answer is very simple. 
They n^^er do adduce any real facts or arguments. ^ 0110 - 
mffetalists may have a vague general idea that their system is the 
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ri{^‘lit one, biifc very few have any real knowledt^e of the historical 
facts and the arg’iiinents based on these facts, upon which the 
system of MonoinetQjism is founded. I have given in this 
chapter a succinct, but sufficiently full, statement of the facts and 
arguments upon which Monomctalism is founded, and by which 
Monometalists must defend it — and also to show Bimetalists the 
facts and arguments which they have to assail, controvert, and 
overtlirow — if they can — before they are entitled to a hearing 

llie following selection of Works contains the historical Facts 
of the case — 

Ruding, Annals of the Coinage of Ihigland. o vols. London, 
IS 10 • , 

Le Blanc, Traite historkjue des j\Ionnoyes de France. Paris, 
](;02 

St. Maur, Essai sur Ics Monnaies. Paris, 1740 
de Bazinghen, Traitd des Monnaies. Ihiris, 1704 
All abstract of these AVorks is given in Maclcod’s Dictionary of 
Political Economy, London, 1802 
The History of the Coinage of India 

The History of inconvertible I^aper Money in rumerous countries. 
Chalmers, History of the Colonial Curi’encies. London, 1803 
AVith numerous otLer works on the Coinage of other countries a 
voJonic 

And for incontrovertible Arguments founded on these facts 
the following may be selected — 

Oresme, Traictie de la premiere Inveutioir des Monnoies. About 
13GG 

Copernicus, Monetm ciidendm Ratio. 152G 

Sir Thomas Gresham, Letter to Queen Elizabeth. 156'b ^ 

Sir AVilliam Petty, Political Anatomy of Ireland. 1001 
Locke, Considerations coiicerniiig the raising of A^alue of the 
c Money. 1092 
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A Reply to the Defence of the Bank, setting forth the unreason- 
ableness of their slow payments. London, lOOG 
Harris on Coins. About 1750 

Sir James Steuart, The principles of Money applied to the 
present state of the Coin of Bengal. 1772 
Lord Liverpool, Treatise on the Coins of the Bcalm. 1805 
Minute of the Clovernor-General of India in Council. 180G 
Given in this Work 

Speech of Mr. Wellesley Pole, IMaster of the Mint, on ^i^tro- 
diicing the Resolutions in the House of Commons, on^ 
which our present system of Coinage is founded. 1810. 
Parliamentary Debates, vol. xxxiv., col. 800 
Debate on Bimetalism in the House of Commons. 1800. 

j Parliamentary Debates, N.S. vol. xxv., col. 101 
Despatch of Sir Charles Wood, Secretary of State for India, to 
the Govehiment of India. September, 18(U 
Besides innumerable other Tracts and speakers a volonte 

These are a sufficient selection of works containing the 
Instorical facts an A incontrovertible arguments upon which our 
present system of^ Coinage is founded. Let the Bimetal ists 
retire to their studies, read, learn, mark, and inwardly digest the 
above works, and consider what answer they can give to them. 

Until they have done that they should be silent 
« 

There is onfy one way by which this vast and wearisome con- 
troversy can be bvought to a satisfactory conclusion. It is not 
to be decided by cheering mobfe, or the votes of popular assemblies 
like the House of Commons, For better or for worse we are in 
for Democracy in Politics, but may a merciful Providence preserve 
us from Democracy in Science. Where would our sublime system 
of Asticonomy, or the beautiful mathematical tlieory of Light be, 
if they Imd to be submitted to the judgment of the yokels of 
Cambridgeshire ? 
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Let a Royal Commission be appointed, composed exclusively 
^ of Law Lords and Bankers and IRercbants of the hi<,diest sagacity 
^nd experience, forming a strictly Judicial Tribunal. Lot the 
Bimetalists, as being the assailing party, appear before it, and be 
required to prove all their allegations and assertions by; strictly 
legal and historical evidence, on every single point of which there 
exist vast masses of indubitable evidence, which are readily 
available 

’\Then the Bimctalists arc called upon to substantiate their 
^ allegations and assertions before such a tribunal, they will find 
themselves very much in the case of Shadrack, Meshek, and 
Abed-nego when cast bound into the burning fiery furnace— but 
they will not escape so easily as those young gentlemen did 

Under the fierce liglit of strict legal cross-exami nation they 
will find that all their gaseous assertions have infinitely less 
substance in them than the most attenuated Comet that ever 
visited the Solar System 

AVhy should Bimetalism in the nineteenth deiitiiry produce, 
results in any way different from those it has produced in all 
preceding ages ? 

All descriptions of the commercial depression which at present «• 
indubitably prevails throughout the world must be entirely 
excluded from consideration. The sole question is wliether the 
remedy which the Bimetalists propose is possible, and whether it 
would do anything to alleviate that depression 

The sole question is — Whether it is the Fixed Legal Ratio of 
{'he Coins which governs the relative Value of the metals in 
Bullion ? or— Is it the relative Value of the metals in Bullion 
which governs the relative Value of the Coins ? . 

And when the question is reduced to this single definite issue, 
there are mountains and mountains of evidence — not only Ossa 
piled upon Pelion, but the Himalayas piled upon thenj, in favor 
of the Monometallic system. AYbereas there is ^ not the faintest 
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shadow of the shade of the ghost of the differential co-efTicicnt 
of a pin’s point of evidence in favor of the contention of the 
Bimetalists. It is absolute Zero ) 

The evidence of history and the argiinients of a series of the 
most illustrious men for five centuries are perfectly clear, 
unanimous and decisive of the fact that it is the relative market 
Value of the metals which governs the relative Value of the 
Coins — and not the reverse, as the Bimetalists allege. During 
all this long period there was not a single person who lu'Jd the 
present doctrine of the liinietalists : the evidence against it froiri 
practical experience was too overwhelming 

The Bimetalists assert that fixing a Legal Ratio between (rold 
find Silver by International Agreement would establish a stable 
exchange between England and India, but as shown in Chapter X., 
§ 3, it was proved before a Committee of the House of Lords 
that it is impossible to have a Fixed Par of Exchange between 
countries which use different metals as their Staiidard Unit 

All the assertions of the Bimetalists are the coinage of their 
Qwn vain imagination. And when the delusive mirage of 
visionary dreams If boundless prosperity to follow the adoi^tion 
of their system, propagated by the Bimetalists, is scrutinised by 
the all-seeing eye of Knowledge, it will be found that the hideous 
reality is National Bankruptcy 

If ths Bimetallists were entrusted with the reins of national 
Economical policy, they would surely and swiftly produce such a 
catastrophe as Phaetlion did when lie tried to guide the coursers 
of the Sun 

Tlie Bimetalists may rest assured that the Mononietabie 
Jericho is an impregnable fortress, whose walls will never fall 
before tlie blare of the Bimetallic trumpets, blare they ever so 

wild afid loud and long 

« 

To i^\ persons, and they are many, who have neither time nor 
inclination to cuter into all the mazes of this vast and intVioatc 
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oontroversy, I would offor tlie follow! broad general considera- 
tions — 

,, The assertion of tj^e Bimetalists that it is possible to regulate 
the relative Value of Gold and Silver by International Agree- 
ment is flatly contradicted by — 

(1) The History of Biraetalisra in every country 

(2) The unanimous arguments of Oresme — Copernicus — 
Gresham — Petty — Locke — Newton — Harris — Sir James Steiiart 
— Lqj’d Liverpool — the Government of India — the British 
,j[lovernment, and hosts of otlnu* experienced persons who had the 
consequences of Bimetalism before their eyes 

(?)) That in no country whatever has it ever been found 
possible to maintain Gold and kSilver in circulation in unliinited 
quantities at a Fixed Legal Ratio : but that after attempting to 
maintain Bimetalism for centuries, every State in Europe has 
been obliged to abandon it as impracticable and injurious 

(4) That the circumstances of the present times are totally 
different from what they were when it was attempted to maintain 
Bimetalism 

(o) That Mr. Herries, Mr. Huskisson, and Sir Robert Peel 
declared that the attempt to re-introduce Biiiietalism under our 
pi'esent circumstmices, would instantly lead to a National • 
Bankruptcy 

(0) That, as I have shown, France, with licr^ internal 
Currency consisting exclusively of Silver, cannot adopt Bimetalism 
at any Ratio under the penalty of instant Bankruptcy and Ruin. 
That at once precludes France from listening •4o any scheme of 
l^imetalism : and if France cannot join, what becomes of the 
hopes of the Biinetalists ? 

If the Bimetalists were to propose to cut every sovereign in 
half— or to debase every sovereign with 50 per cent, of .alloy— 
and to compel every Creditor to accept such half-sovereign or 
deba'sed sovereign as a Pound in the payment of a debt— that 
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would be too manifest a fraud to impose upon the most stolid 
Philistine. Nevertheless, they propose to do the V(*i 7 same thing 
by a circumbendibus. They propose to ta]ce :20.s*. in silver, whi(;h* 
are at present worth less than lO.v. in gold — to declare tlieni equal 
in value to 20.^. in gold, or a Pound — and to compel every (h’cditor 
to accept these 20.s\ in silver at the value of a (lold Pound. Such 
a transparent juggle would not impose upon the dullest Sciiool 
Board urchin in the dullest Board School in the kingdom 

In plain English the proposal of the Bimctalists is simply to 
Debase the currency by more than 50 pei‘ cent. 

I should hope that these considerations, stated in plain terms, 
-will be snflicient to induce all intelligent persons rigorously to 
clos^ their ears to the pipings of the Seirens of Bimetalisni, pipe 
they ever so sweetly 

t 

And now the last crushing blow has fallen upon the 
Bimetalists. The German agriculturalists, deluded by the idea 
that Bimetalisrn would raise the pwice of com, worried the 
Government into,appointing a Commission on the subject, and 
the Commission h^ve agreed that the price of silver cannot be 
raised fby International Agreement. 8o vanish the last flickering 
hopes of the Bi metalists 

Nevertheless, let not the Bimetalists relax their energies. Let 
them only change the direction of their clforts. Let them at once 
and for ever abaijdon their visionary chimera that things can be 
made equal by some words prilitcd in a book, wliich are by nature 
unequal. Let them give up their vain delusion that an Inter- 
national Agreement can make G equal to 12. J^et them cease 
from tjieir vain objurgations, which can no more alter the Laws 
of Nature than the ripple of the summer sea can wash away 
Ailsa Craig. Let them unite their forces heart and soul with 
those \^io are urging the Government to complete thei rework, 
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and to satisfy the universal demand of India for the restoration 
of the Gold Standard and (-uiTency, ^Yith a subsidiary Currency 
(4 Silver, modelled on^ueh of tb(i European systems as the wisest 
and most ex])erieneed (‘xperts may deem most suitable for the 
ciroiimstances of Jndia. For let them be assured there is no 
possibility of bringin^^ about a stability of Exchange between 
England and India until the two countries have a common 
Standard Unit, and there never can b(i IMonefcary Peace in India 
until yic Gold Sovereign is made the Standard Unit through ont 
Ijie whole British Empire 


HENRY DUNNING MACLEOD 
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THE THEORY OF TJ[E COINAGE 
On Bullion and Coin 

1 . Almost all nations, even the rudest, liave felt the necessity 
of employing some^siibstance to perform the functions of jMoney. 
We liave noticed yi a former chapter most of tlie siilistances 
which have been used for this purpose by diiVerent nations. A 
metal, liowever, of some sort has been found to ])ossess the 
I greatest advantages, and of metals gold, silver, and copper have 
been chiefly preferred 

Gold and silver, however, in a perfectly pure state, are too 
soft to be used for this purpose, and it is necessary to mix some 
other metal with, them to harden them. Ry a chemical law, 
when two metals are liiixed together, the com[u)und is harder 
than either of them in a pure state 

When Gold and JSilver are in the mass they arc called Bullion. 
But as the laws of all nations in which Bullion is coined into 
money define the quantity of alloy to be mixed with the pure 
metal, we shall use the word Bullion to mean gold and silver in 
the mas^ mixed with such a proportion of alloy as is ordered by 
law, so as to be fit to be coined 
VOL. II., 1*ART 1 
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The purity of Gold is measured by 24fcli parts termed Carats: 
and ever since the GLh Edward VI. (1553), the bullion used for 
' the gold coinage has been 22 carats of pure gold and 2 carats of 
alloy. This is called Crown Gold 

William the Compioror fixed the standard of Silver Bullion at 
11 ozs. 2 dwts. of pure silver, and 18 dwts. of alloy. And, 
except during a short period of confusion from the 34tli Henry 
YU I. (1543) to Elizabeth, it has never been departed from. It 
is called the Old right standard of England” or “Sterling” : 
and as the Sovereigns of England, though they reduced the 
weight of the coin, never, with the slight exception just men- 
tioned, debased ils })urity, Sterling (tame to signify honest and 
true, or to he depended upon 

In Franco and tliose countries which have ado])ted a decimal 
coinage bullion is made of 0 parts of pure imd-al and 1 part alloy: 
but it is found in practice that the English proportion gives 
greater durability to the metal, and is, therefore, better adapted 
for a coinage 

Some nations have used simple hulliou as Money. But the 
merchants of those nations were obliged to carry about with them 
scales and weights to weigh out the hulliou on each occasion. 
This was usual among the Jews, Jii some countries it was 
necessary to both to weigh and assay the bullion at each opera- 
tion, which was, of course, a great impediment to commerce 

Other nations adopted a more convenient plan. They divided 
the bullion into pieces of a certain defuiite weight, and affixed a 
public stamp on them to certify to the j)iihlic that they are of a 
certain fixed weight and fineness : and they gave them certain 
names by which they were commonly known 

These pieces of bullion issued by pvihlic authority, with a 
stamp on them to certify their weight and fineness, and called by 
a definite mime, and intended to be used in commerce without 
further examination, are called Coins 

When nations discontinued the practice of direct barter, and 
adopted the precious metals as a measure of value, the expedient 
of cutting the metal into pieces of a definite weight and fineness 
seem? so obvious, that we should naturally expect that' coining 
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was invented by Lliosc nations wliieh first adopted the precious 
metals as Money 

Strange as it may appear, however, it is certain that this was ‘ 
not the case. Silver and gold were used as ineasures of value for 
ages before coining was thought of : and tliei*e is every reason to 
believe that coining was invented by a people wlio up to that 
time had never used gold and silver as Money : and coining was 
practised by them for centuries before it was adopted by nations 
who had used the precious nu'tals as Money for ages 

It has indeed been disputed whether Money or Coin ^as in 
use in the times of the Homeric poems. Some crities have con- 
tended that in certain passages where Horner uses tlie word /3ov^ 
he nieaiit coins of that name, as tlierc certainly were in after 
ages : but after having gone over the Homeric poems for tliis 
express purpose, wc arc satisfied that there is not tlic faintest 
allusion to anything like JMoney in them 

Not only do we find no allusion to Money in Homer, but the 
words significative of wealth give no preference to the pu'cious 
metals above other things. On the contrary, they are compara- 
tively rarely ^lentioned. The Homeric words expressive of 
wealth most frequently refer to cattle, or horses, or agriculture. 
Thus we have ir^kuppyjVi TroXvf^ohTr]^, TroXviTTTTO'?, </)tXoKT€avos, 
TToXvirdpLOiv, a0v€6os^ TroXvKTrjpmw, TroXvXrj’io^, III Jlifld vii., 180, 
and xi^, 4G, are almost the only instances in which gold is 
especially alluded to as wealth — ttoXvxpvo-olo MiiKrjvrjs. When the 
Greek and Trojan leaders send spies to discover the plans of the 
enemy, neither of them promises Money as a reward. Nestor, 
Iliad, X., 215, promises to the successful spy a black ewe with its 
young, a matcllless gift : and Hector, x., 305, promises on his 
side a chariot and.a pair of horses 
• • 

The Homeric poems probably originated while the Achoearffe 
were the rulers of Greece, and before the Dorian conquest, tliough 
they may*have been edited ” after that period. At that period, 
therefoi^, we have seen that there was no Money of any sort in 
Greece^ nor even were gold and silver used as measures of value. 
But some time after this, though how long we cannot say, a 
Money of a curious nature came into use throughout Gneece. 

B 2 





tiip:ouy of credit 


[chap. VI 


They used large iron or copper nails, or skewers, called o’yScXto-Kot, 
of such a size that six of them made a handful : and when silver 
* w^as substituted, the standard silver coin of the Greeks — Spdxiaiy — 
derived its name from the fact that it represented the value in 
silver of a handful of these nails or skewers. They are men- 
tioned in Plntarch in his life of Lysander, § 17. lie says that 
Lysander sent a ([uantity of gold and silver money to Sparta by 
Gylii)pus, who stole a part of it : and this being discovered, 
made the chief Spartans demand that all the gold and silver 
should*-, be sent away as a foreign nuisance : and that they should 
pise nothing but their own national coin, wliich was of iron, and 
tempered with vinegar, so as to i-eiidcr it useless for any other 
purpose. And he says — “ Probably all the money in former 
times was of this kind : for they used iron skewers as money, and 
some used co})per ones. Whence it comes that even now a 
quantity of small coin is called and a drachma is six Oboli, 

because the hand can grasp that number.” We shall see below 
that Pheidon, Avho introduced a silver coinage into Greece, col- 
lected a number of these nails or skewers, and laid them up in< 
the Temple of Here at Argos as a curiosity t 

Although Julius Pollux says that the invention of coining 
was by dillerent writers attributed to four di*fferent persons, ol’ 
peojiles, the claimants for this honor are prt\(;tically but two — 
Pheidon of Argos and the Lydians. The majority of g,ncient 
writers attribute it to Pheidon, king of Argos. The historian 
Ephorus is quoted in two places by Strabo. In viii., 6, he 
says — • 

“’'R^opog, €V Aiyivy dpyvpov TrpvjTov KOTrtjvai €l>rf(TLV vtto 
^ ecSeoyog. ’Ep.7rop€toj/ yap yeidcrOai Trapd tt^v XvTTpoTrjra ;(ajpa 5 
tt]v dvOpiCTTiov OaXaTTOVpyovvTuyy CfXTropiKw^ ” , 

“ Kphorm mt/s ihat silver whs Jincl coined in yUfjina bt/ 
Pheidon, For the Hand became a commercial port, as the inhabH 
tants were obliged to betake themselves to maritime commerce in 
consequence of the sterility of the land ” 

Also in viii., 3 — 

“ Kat p.€Tpa rd ^eiSwycia KaXovpeva, /cat araOpo^Si sal 

v6p.i(rpa K€^apayp€vov to t€ aAAo /cat to dpyvpovy ” ^ 

he invented the measures, called the Pheidonian on^j 
and tveights, and coined Money of silver, and other kinds ” 
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The Etijmologlcum Magnum iiiidcr the title says — 

“ IIdvT(ov Se 7rp{Cro9 ^€t8(ov ’Apyctos ro/ttrrp,a eVoi^cv ev AtytVr;, 
Kttt 8ovs TO vofitcrfjLa /cat dvakd/Suiv tous o^e/VV/coi;?, dviOrjKc iy* 
*Apy6t *^Hp^ * 

“ Pkeidon of Argos iras fho first who over coined Moneg : 
ivhich he did at JEgina : and he both [nit moneg info circiihtiion^ 
and irithdreiv the showers^ and laid them vg in the temple of Here 
in Argos ’’ 

And ill accordance with this, ^Tllian says' — 

“ Kat TTpiiiTOi vofua-ga iKoif/avTo, kql 1$ avrujv cskyOr} ^^dfucrfia 
Atyivatov ” 

And theg were the first who coined Moneg ^ which, too, from 
them is catted JEginwan Moneg ” 

So the Parian marble says- — 

“ ’A^, ov ^ . . 8(1)1/ <J ’Apyctos cS»/p,curr e ..... . 

j/€(rKtra<r€, Kal vdfiKTfJLa dpyvpovv ie Alyfyp cVotTyfrci/ ” 

All these authorities, tlicrefons are jHU’feetly clear that 
Plieidon of Ar^os was (he first who coined Afoney, whieb be did 
at yEgina ; because it was a great comnua’iual ])ort : and, 
therefore, it ^was most wanted there for the convenience of 
commerce 

The period at •which Pheidon lived has been the subjirt of 
much /lispiite. Eor wliile some carry it bacjk so far as 805 n.r. 
others bring it down to 78:> — 7U. Tluf question is fully 
discussed in the first Appendix to the first Volume of ]\lr. 
CJintoii’S Fasti Hetlenici : and in liis opinion, the latter is the 
true date. We.may, therefore, place the invimtion of coining by 
Pheidon in the first lialf of tlie 8th cmitury n.c. At tliat time 
he was by far the nujst powerful sovereign in (Jreecii. Aryos 
was the metropolis not only*of the PeIoponn(*'^ian J)orians bjit 
of the Asiatic Dorian colonics. The Dorians carried on a v(*ry 
large commerce with the Phenicians, and Pheidon adopted his 
system of weights from tliem. From time immemorial there 
had been two standard weights used in Assyria, tlie Babylonian 
and the Euboic talent. The Dorians traded with the Phenicians 
1 Var. Hist, XII,, 10. De ^VAjinetis 
> (p! (toils Fast. Jlcllen. I., *217 
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and adopted tlie Babylonian talent. The Ionic Greeks adopted 
the Euboio talent. As iEgina was the great commercial dep6t, 
t^his talent was afterwards called the il^]ginean talent. The 
Assyrians at this period had no coinage. Pheidon introducing 
the system of Babylonian weights into Greece, seems to have 
invented a system of measures which were called after him, and 
also a silver coinage, to supersede the clumsy iron and copper 
nails, or skewers, then used as Money 

Tl’ic account of the invention of coinage just given seems to 
^be natural and probable. '^Fhere is, however, a passage in 
Herodotus which seems to be at variance with it. He says, I., 94, 
speaking of the I jy dial is — 

“ llpwrot uvOpojTruiv twv yfiels iSfiev vofiLiTfia )(pvcrov Kal 
dpyvpov Koxl/dfievoL t^p^^cravro” 

A?id tkdff mere the first men we Icnow of who coined and 
used gold and silver money ” 

This has always been suiiposcd to mean that {he Lydians were 
the first who invented coining, and that they used a double 
standard, as it is called, of gold coins and silver coins. If this be 
the case, the authority of Herodotus is against the claim of 
Pheidon : and though it is somewhat singulaivthat Julius Pollux 
does not mention this passage, he says tl^at Xenophanes of 
Colophon assigns the invention to the Lydians , 

However, the «onimentators have not rightly apprehended the 
meaning of Herodotus, They make him say that the Lydians 
coined gold coins and silver coins separately. But when Kal is 
used to connect two qualities, it means that the thing spoken of 
partakes of both these qualities at once. Thus, as the month 
began in the middle of a day, the last da^ of a, month was called 
Ivy Kal via, the iiew-and-old day, •because it belonged partly to 
one mouth and partly to another. So there are many other 
examples. This passage, therefore, does not mean that the 
Lydians were the first to coin gold money and silver money 
separately — if Herodotus had meant that he would have said 
vofiKCfia )(pv(rov tc Kal dpyvpov — but it means that the Lydians 
were the first to coin money of a mixture of gold and silver 

Now we find that this rendering of the passage, which is ^Jie 
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geuuine Greek Idiom, exactly tallies with the fact. Tlie Lydians 
had a coina^’e of a mixture of gold and silver which they called 
7jk€KTpovj or electrum. They were usually made of throe parts of* 
gold and one of silver. And these coins were adopted throughout 
the western states of Asia Minor. There are several of these 
coins in the British IMuseum 

It may almost seem superfluous to remark that this stamp, or 
certificate, in no way affects the Value of the Coin : or the 
Quantity of things it will exchange for, or purchase, its only 
object is to save the trouble of weighing and assaying the\ullion 
in commercial transactions. Nor can the Name of a coin in anj^ 
way affect its Value. Values, it is true, are estimated in the 
number of these pieces of Bullion, or Coins: but it is necessarily 
implied in the bargain that the Coins shall contain a certain 
cpiantity of Bullion of a definite fineness 

Nevertheless, although this seems so perfectly clear, it is a 
confusion on Miis point which is at the root of most of the 
extravagances on the Currency question, which have so long 
vexed the public ear. They almost all arise from confounding 
the Name, or Denomination of a Coin with its Value : its Name 
Vith its Purchasing J^ower : and from supposing that if the 
Legislature chose^ to call a Shilling a Pound, that therefore a 
shilling would have the Value of a pound. Any one who will 
brand on his mind the simple principle, that although the stamp 
gives the Coin currency, it is the weiglit of bullion alone which 
gives it .Value, will be able to steer his course safely through all 
the shoals and quicksands of monetary controversies 

We shall see a little further on that calling the reader’s 
attention to these self-evident truths is not so superfluous as it 
may appear at present* 

It is also evident that if this process of stamping bullion, iind 
so turning it into coin, is done free of all expense, at the will of 
any one* who chooses to present Bullion and demand to have it 
stamped : and also without any delay : the Value of the metal as 
Bullion must be exactly the same as the Value of the metal as 
Coin 

If Tiowever a charge is made for the workmanship : off if any 
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tax is levied on changing the metal from one form into the other : 
or if a delay takes place in doing so : there will be a difference 
'^'between the Value of the metal as Bullion and as Coin : equal to 
the charge for workmanship^ the tax imposed, and the amount of 
interest accruing during the period of delay 

These however are all fixed or constant fpiaiitities : which can 
be ascertained : and they form the limits of the variation of the 
Value of the metal in Bullion and in Coin 

In the following remarks we shall assume tliat there is no 
charge for workmanship, no tax, and no delay in doing it, no 
obstruction in short in changing the metal from one form into 
the other 

Upon these assumptions then, and only upon these, we have 
this fundamental law of the Coinage — 

Aliy Quantity of Metal in, the form of Bullion muU tie 
of exactly the same Value as the same Quantity of Metal in 
the form of Coin 

In the case of the Coinage of England no charge of any sort 
is made for coining gold Bullion : but as considerable delay may 
take place liefore any one who brings BnlHon to the Mint 
can have it coined : the 7 & 8 Viet. (18M)'C. 82, s. 4, enacts 
that every person may take standard Bullion to the Bank of 
England, and that' the Bank shall be obliged to purchase his 
Bullion in Notes to the amount of £3 17^. for every ounce of 
such Bullion. And as the holder of such Notes may imihed lately 
demand legal Coin for them at the rate of £3 J7.s. lOkc?. per 
ounce, it may be said that every one can instantly convert his 
Bullion into Coin at the cost of li<f. per ounce 


What is a Pound? 

2 , In tlie great Currency debates during the great war, 
many curious notions were started as to what a? ‘‘Pound’* is. 
Sir Robeit Peel once asked the question — “ What s a Pound ? ” 
— and, .he found a good many persons who could give 'him no 
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answer. We have now to explain how a certain weio'ht of Gold 
Bullion has come to he called a Pound 

The original Measure of Value, instituted by Charlemagne, in* 
all the countries of Western Europe — Fmnce, England, Italy, 
Spain, Scotland — was the Pound weight of Silver Bullion 

No coin of this actual weight was ever struck : but the Pound 
weight was divided into iMO coins, called Dpiiarii or Pennies: 
twelve of these Pennies were termed a Solidus or shilling : and 
therefore 20 Shillings or actually weighed a Pound of Silver 
Bullion ^ 

Now let us denote the Pound weight of metal in the form of 
Bullion by the symbol — lb. : and the Pound weight of metal in 
the form of coin by the symbol — £ : then we have — 

210 Pennies = 20 Shillings = £l =1 lb. 

• 

Now if the Pound weight of metal were divided into more 
than 240 Pennies, it is clear that the greater nund)er of Pennies 
would still be equal to the Pound in weight : and if we denoted 
240 pennies b;^ the symbol — £, irresi)ective of their weight, we 
should have the — lb. ~£\ -f the number of pennies above 210. 

• This is what has been done in the coinage of all the countries 
above-mentioned. The sovereigns of these countries w(ire fre- 
quently in want ot money to ])ursue their various (ixtravagances. 
As they could not increase the quantity ^f the metal, they 
adopted the fraudulent plan of sui’reptitiously cutting tla^ Pound 
weight 0 / Bullion into a greater number of pennies. But they 
still called them by the same name. By this means they gained 
an illusory auglucntation of wealth. As they could not increase 
the quantity of the metal, they, at various periods, /h/.s///e^Z Ike 
certificate : while they rftill caUed the coins by tin; same name 
The consequence of this was manifest. As 240 pennies weVe 
still called a Pound in money — or £ — whatever their weight was : 
and as more than 240 pennies were coined out of the Pound 
weight*of Bullion— or lb. — the £, or Pound of metal in Coin 
begaivto vary from the lb., or Pound of metal in Bullion 

Edward 1. began this bad practice in IdOO : lie coined 24^1 
pennies ^ut of the Pound weight of metal : in loGO Edwaud 111. 
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coined 2GG pennies out of the Pound of Bullion : in 1412 
Henry IV. coined the Pound into 360 pennies : und so it 
‘^ gradually crept up ujitil Elizabeth in 1601 coined the Pound 
weight of Bullion into 744 pennies : at which it remained till 
1816 

Then we have manifestly — 


744 perinies==G2 shillings=£3 2.8-.=l lb. 


Aa there are 12 ounces in one Pound weight of Bullion, it is 
jpvident tliat each ounce was coined into G2 pennies : and as the 
value of Bullion is measured by the ounce, the Mint Price of Silver 
was said to be 5s. 2r^. per ounce 

In Scotland tliis depreciation of the Coinag’e began about 
the same period as in England, but it proceeded to much gi*eater 
lengths. In 1306 Robert Bruce coined the Pound of Bullion 
into 252 pennies : in 1451 James II. coined it into 7G0 pennies, 
or £3 4,s.: and the depi'eciation was continued, until at last in 
1738 tlie Pound of Bullion was coined into 8,3.28 pennies, or 
£37 45. : and thus the Pound Scots became equal to twenty 
pence „ 

111 Franco and Italy the depreciation proqpeded twice as far 
as in Scotland. The French Livre and the Italian Lira >vere at ^ 
last reduced to lOAf. The French Livre^ which is now called a 
franc j has been adopted as the basis of the decimal system of * 
coinage : and the soMus has now dwindled down to the sou^ or 
halfpenny 

At the great recoinage in 1816 it was determined to adopt 
the principles of Locke and Lord Liverpool, and make Gold as 
the single standard of England : and the Sovereign, or Pound in 
Gold, was coined to be equal to 20s. in Silver at the then market 
value of Gold and Silver 

Ever since the time of Charles 11. the coinage of gold has 
been free to the public. But by the Act of 1816, the coinage of 
Silver and Bronze is retained in the hands of the Gov^ernment. 
In order to obviate the effects of what is termed Gresham’s Law, 
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which will he described shortly, the value of tlic Silver Coinage 
has been artificially raised. Since 181 G the Pound weight of 
Silver has been coined into G6 shillings : ^but four of these ai'e* 
retained for the expenses of coinage : and Cic 02 lighter shillings 
are declared to be of the same value as tlie previous heavier ones. 
Thus, 20 of them are declared to be equal in valu(‘ to the 
Sovereign, or Pound : and thus their value is, or ratlier was, 
artificially raised about G per cent. This, of coui’se, refers to the 
relative value of Gold and Silver in 181G : at the present time 
the market value of the silver in a shilling is about 7^/%: with 
every prospect of its going much lower. But to prevent in- 
justice being done they are not legal tender for any sum above 
406*. : it having been intended to make the double Sovereign the 
monetary unit 

The bronze coins are only worth about oiie-foui*th of their 
nominal value : pence and half-pence are only legal tender to the 
value of one shilling ; and farthings to the value of sixpence 

This country now enjoys the most admirable system of 
Coinage ever devised by the ingenuity of man : and as a proof of 
its excellence, whijc all the countries which attempted to make 
Gold and Silver equally legal tender to an unlimited amount 
when poiiicd at a fixed ratio, were thrown into confusion and 
perturbation by the recent changes in the valvie of these metals, 
the Coinage of this country passed through the \vhoIe of the 
protractod crisis with the most perfect tranquility. He would be 
a bold and daring Minister indectl, who would undertake to 
disturb our present system of Coinage 

f 

Meaning of the Mintf* Price of Gold ami Silver 

3. As the very purpose of coining is to certify that the 
pieces of Bullion are of a certain definite weight and fineness : it 
is evid&t that a fixed weight of Bullion must be divided into a 
fixed number of Coins 

^ ^%e*Numl 3 er of Coins into tvhich a given Quantity of Bullion 
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is divuhd by Lan\ is called the Mint Price of that Quantity 
of Bullion 

Tlie Mint Price of Bullion is therefore simply the amount of 
Coin which is equal to any quantity of Bullion, weight for 
weight 

By the Law at present in force, forty pounds weight of 
Standard Gold Bullion are divided into ],8(>0 coins called 
Sovereigns, or Pounds : hence one pound weight of Gold Bullion 
is coiqed into £4(1 14.9. (Sd, : or as the value of Gold is measured 
by the ounce : one ounce of Gold Bullion is coined into £3 
175 . loi^/. : and this is termed the Mint Price of Gold 

The legal weight of the Pound, or Sovereign, is 5 dwts. 

of pure gold. Sovereigns which fall 
below 5 dwts. 2;{ grs. : and half sovereigns which fall below 
2 dwts, IBJ- grs., cease to be legal tender 

111 the time of William the Conqueror the pound weight of 
Silver Bullion was coined into 210 pennies, i' fence the Mint 
Price of silver was £1 per pound: but hi the time of Elizabeth 
the pound weight of silver was coined into 744 pennies: hence, 
as 240 ])ennicswcre still called a £, the Mint Price of Silvia* then 
became .£3 25. a pound : or 5.9. 2d, an ounce 

To Alter the Mint Price of BviWion ' merely means an 
Alteration in the Legal Weight of the Coinage 

To suppose that the Mint Price of Bullion could vary is 
manifestly as great an error as to suppose that a hundfedweight 
of sugar could be a dilfcrcnt weight from 112 separate pounds 
weight of sugar ; or that the quantity of wine in a hogshead 
could diller in quantity from the same quantity of wine in bottles: 
Of that a loaf of bread could alter In its weight by being cut up 
into slices 

. It is not an Economic Error to Fix the Mint Price of 
Bullion 

<« 

4. AVe must now say a word as to an error which is by no 
means- infrequent. It is now acknowledged that it is a great 
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EcoDomio error to fix the Price of any articles. It used formerly 
to be tlie custom to fix wages, and the price of various com- 
modities : but all such attempts have long been abandoned as * 
futile and mischievous. It is sometimes contended that it is an 
equal error to Fix the Mint Price of Gold 

But those who affirm this overlook a very important 
consideration. The word “Price” except in the single instance 
of “Mint Price,” always denotes the quantity of the article 
which is used as a measure which is given for an article of a 
different nature. Tims we may say that the Price of a bin^Jicl of 
com is 5s, : where the Silver, tiie substance in which the I’rico is^ 
expressed, is of a different nature from the corn 

But in the expression “Mint JTice” of Bullion it always 
means the Ahilue of Bullion in Coin of the same metal. Thus 
the Mint Price of Gold Bullion means its weight in Gold Coin : 
the Mint Price of Silver Bullion means its weight in Silver Coin. 

Hence by the very definition, the Mint Price of Gold and 
Silver Bullion mtjrely means the identical quantity or weight of 
Gold or Silver Bullion : and by the very nature of things the 
Mint Price of .Bullion is a fixed quantity. If the Law niquires 
an ounce of gold to be coined into £S 17.s*. 10.^/., that amount 
of coin must be sjjime value as an ounce of gold, no matter, 
whether gold becom|)s as plentiful as iron, or as scarce as diamonds : 
for that^ quantity of (-oin is always exactly equal to an ounce of 
Bullion : whatever be the abundance or the scarcity of Bullion. 

• The value of gold may vary with respect to other things : it may 
purchase jnore or less bread, or wine, or meat, at one time than 
another: but it is absolutely impossible that an ounce weight of 
gold in the form of Coin can differ from an ounce weight of gold 
in the form of Bullion. To suppose that it could, would be as 
irrational as to suppose lhat because bread became very abundaid 
or very scarce, a loaf of bread could differ from itself in weight 
when cut up into slices : or that a cask of wine could dilF(jr from 
itself when drawn off into bottles 

The*Mint Price of Gold, then, is nothing more than a public 
declaration of the weight of metal the Law requires to be in the 
Coin, ^n alteration in the Mint Price of Bullion means an 
alj^eration of the standard weight of the Coin : and would Ue the 
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same thing in principle as an alteration in the standard yard 
ineasnre. Those who ridicule the idea of having the Mint Price 
' of Gold fixed should, to be consistent, ridicule the idea of 
having the standard yard measure fixed 

Meani/uf of the Market Price of Gold and Silver 

6. The Mint Price of Bullion is, as we have seen, merely 
tlie number of (bins into which a certain (piantity of Bullion is 
dividcp : consc(piently, so long as the coins contain their full 
legal weight of rnetal, they are always of the value of that 
quantity of Bullion 

But when Coins have been some time in circulation they 
must necessarily lose some of their weight from the wear and 
tear of daily use, even if they be not subjected to any bad 
practices such as clipping, which used to be done to a great 
extent formerly in this country 

But these Coins may circulate for a considerable time in a 
country, and lose a good deal of their weight without losing 
their value. People are so accustomed to the sight of a particular 
coin, that unless they be money-dealers, they do not stop to 
inquire too curiously wliether it is of the proper weight or not. 
In fact, when coins have been some time in usp few persons know 
what their legal weight is. Many for instance do not associate 
the idea of a pound with any particular weight of bullion : and 
thus ill exchange for products and services, coins may pass at 
their nominal value long after they have lost much of tkeir legal 
weight 

As Posthumus says in Cymheline — 

’Tween man and man they weight not every stamp, 

Though light, take pieces for the figure’s sake ” 

But when Coins are given in exchange for Bullion the case is 
different. The value of Bullion is measured weight for* weight 
with Coins. Consequently, if the Coins have lost their legal 
weight, a greater number of them must be given to purchase a 
giveUi amount of Bullion than if they were full weight! Thus, 
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if the Mint Price of Silver were 5.5. 'Id, per ounce, tluit quantity 
of Coin ou<?hb by law to weigh an ounce : hut if the Coins liave 
lost their legal weight, it is clear tliat more than o.s*. 2d. must ’ 
be given to buy an ounce of Bullion.’ It luiglit, perhaps, 
take 6.5. of the current Coin, or even more, to buy jin ounce of 
Bullion 

Tlie quantity of Coin at its full legal wciglit, which is equal 
in weight to a given weight of Bullion, is called its IVIint Price : 
but the quantity of the Current Coin, which is actually equal 
to it in weight, is called its Market Price : and as, if the (yirrent 
Coins have lost their weight, 7)io7'e of them must be given than 
if they are of the full legal w^eight, the Market Price will' 
apparently be higher than the Mint Price : and this is called a 
Rise of ike Market Price above the Mint Price 

Suppose that the M int Price of Silver is o.v. 2d, per ounce : 
and Uie Market Price is 6 . 5 . per ounce : that means that 6 . 5 . of 
the current Coin wcigli no more than 5.5. 2d. ought to do: and 
therefore the current coinage is deficient about of its legal 
weight. Thus it is clear that the rise of the Market Price is due 
to the Depreciation of the Coinage 

Hence w'e obtain this fundamental Law^ of the Coinage — 

When the Ma^iket Price of Bullion rises above the Mint 
Price, 4he Excess is the Proof and the Measure of the Depre- 
ciation of the Coinage * 

• 

In fact the apparent rise of the Market Price of Bullion is 
due to exactly the same cause as has made the Mint Ih’ice of 
Silver apparently rise from £1 in the days of William the 
Conqueror to £3 *2,5. af the p»jesent day. It is merely that the 
weight of the current coins has been diminished * 

The Market Price of Bullion could never fall below the Mint 
Price, unless there w^ere more Bnllion in the Coin than there 
ought to be by Law. And in such a case if it could be imagined 
to happen, the difference of the Market Price bellow the Mint 
Price would indicate the excess of the Coins above their legal 
weight * 
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On the Distinction between Diminution in Value ayid 
Depreciation 

• 6 . We must no<.7 observe the distinction between two 
expressions which, thon<rh often used indiscriminately, are 
essentially dilTereiit — namely. Diminution in Value and Depre- 
ciation 

An Alteration in Value of any commodity means that any 
Quantity of it which was considered equal in Value to any 
Quantity of another commodity lias undergone a change. If 
corn is/ at any time worth lO.s*. a quarter, and at another time is 
worth only a quarter, tliose two Quantities have undergone 
an Alteration in Value 

Depreciation means that it is not really of the Quality it 
professes to be 

Alteration in Value always refers to some other commodity 
with which it is com 2 )ared. Depreciation is used in reference to 
itself, ncnce alteration in Value refers to External Quantity : 
Depreciation to Internal Quality — which however may affect its 
external ndations 

If at any time an ounce of Gold will exchathge for fifteen 
ounces of Silver : and if in consequence of an increase in the 
quantity of Silver, an ounce of Gold becomeS" able to purebase 
twenty ounce's of Silver, then Silver is said to have fallen in 
Value with res^iect to Gold : the Quality of the Silver reniainiug i 
exactly the same. ""Or if while the quantity of Silver remained 
the same. Gold became so scarce that an ounce of Gold would 
similarly iiurchase twenty ounces of Silver, Gold woiilil be said 
to have risen in Value witii respect to Silver. In either case the 
result is the same : there is an Alteration in Value, or a change 
in the Exchangeable relation of the two me'cals : while each 
cantiniies exactly of the same Quality 

But if a piece of ]\roney, as a Sovereign, wliich ought by law 
to contain a certain amount of pure Gold, does not contain the 
amount it ought to : or if a Shilling which ought to contain a 
certain amount of pure Silver, does not contain the amount it 
ought to : it is Depreciated ; so also if a Bank Note which pro- 
fesses, to be of the Value of five Sovereigns will only purchase 
four Sovereigns : it is Depreciated . ^ ^ 
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These distinctions are of great importance tliongli they are 
often overlooked. Tliey arc especially necessary to be observed in 
all discussions regarding the Value of Coins whicli retain the ' 
same name through a long series of ages. I'lie Pound of Money 
in the days of William I. really meant a Pound weight of Silver 
Bullion : and silver was tlic only Money. Since then silver lias 
greatly increased in quantity ; and other things such as Gold, 
Copper, and Credit are used as Money as well ; which have greatly 
tended to diminish tlie value of silver. It is said tliat Silver has 
fallen to the twelfth part of its value in those times. But, not 
only has the Value of Silver greatly Diminished : but also the 
Coinage has been greatly Depreciated. The Shilling was tlien 
the 20th part of a pound of Silver Bullion : it is now only the 
GOth part. ITence not only is Silver greatly DimlnUhed in 
Value, but the Coinage is also greatly Depreciated: and it is 
said l?hat, in consequence of these combined causes, the modern 
shilling is only of the dGth part of the value it was in the time of 
William 1. ” 

These causey affecting the value of coins which retain their 
names through long periods, may act in the same, or in opposite 
ditections. fii the^ coinage of England, thes(‘ two causes have 
acted in the same direction. But they may also act in opposite 
directions. A coinage may be greatly Depreciated, Le,, i*educcd 
^in weight, but from the increased value of tlie, material, it may 
. retain its former value, or may be able to purchase as mucli as it 
did in its, original state. It is sometimes alleged that this 
happened at Pome. The first coinage of Pome was of copper : 
and the metal was found in great abundance for a considerable 
time after the fouudatiou of the city. The first measure of value 
was the r/.s, which was a 'pound* weight of copper. The aft was 
subsequently, about the time of the second Punic War, reduced 
to the twelfth part of its weight. And some writers allege that, 
in consequence of the great scarcity of tlie metal, it had increased 
in value "feo much that the depreciated coinage would purchase as 
much as tlie full pound of copper would originally. This may 
have been so, or not : but it in no way affects the argument ; it 
m^ very possibly have been so 

VoL. II., Part 1 
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This is nccfssary to be observed in comparing prices at the 
present clay witli those of former times : it is necessary to 
compare the state of the coinage at the two periods 

Tiiese considei'ations greatly affect the public in the matter of 
public Debts. 'J'lie State agrees at a particular time to pay a 
fixed cpiantily of Bullion for ever, or for a long peiiod of time, 
to its Creditors. Now even supposing that all other things 
remain tlie same, the Value of the Money may vary greatly 
during long periods of time, either from the increased scarcity or 
the ivereased abundance of the metal : and either the State or 
its Creditoi's may he grievously atfected by these changes 

The Puljlic! l)e])t of England has not been sufficiently long in 
existence to be much afiected by this last consideration ; but it 
has been very sensibly felt in perpetual leases granted by 
Corporations several centuries ago to their tenants. In many 
cases Bents wene fixed in the Money of the period, and in 
consequence of the diminution in value of Money and the 
Depreciation of the Coinage, since that time:*" the Rents have 
fallen to little more than a nominal amount at the present time. 
In otlier ctises the Rents were reserved payable^ in the value of 
certain quantities of coni : and the far-seeing lessors who did 
this have preserved their Rents at a much liiglier value 

If a Change talccs place in the Relative Value of Gold and 
Silver Coins: lo determine whether it is due to an Alteration in" 
Value of the two Metals, or to a Depreciation of the Coinage 

7 . Tlie considerations we have presented will enable us to 
solve a question of great practical importance, \71ien both 
metals were used concurrently as Money, the Value of the Silver 
Coinage used to change with respect to the Gold. Thus Guineas 
\Vere originally coined to be of the value of 20.s. in silver : but 
in the reign of William III., guineas rose to "JSs, and 805.: and 
at the same time Silver Bullion rose from 5s, 2d. to 7s. an ounce. 

One party stoutly maintained that this was due to thc^ scarcity 
of silver. This assertion was absurd on the face of it ; because 
if silver had become very scarce as compared to gold, it is quite 
cleaivtbat silver would have risen as compared to gold^aiid not 
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falle)!. That is, instead of ^niiiieas bein<^ worth 2S,s*., tliey would 
have been worth 15.^*. or lO.s. From the tij^iiros above, this 
assertion was self-contradictory : because as compared with j^oUr 
silver had apparently fallmi in value ; a*id as compared witli 
silver ifc had appai'ently rimt in value 

But as the variation mij^ht proceed either from a UiminvUon. 
ill Value of Silver as compared to (iold ; or from a Deprecia/io/i 
of the Silver Coinage : we are enabled to devise a test which will 
enable ns to decade to which of these causes it was due 

It is quite clear that a Diminution in the Yalue of tW? ( 'oiii 
cannot 2 )roduce any ditTerence hetween the Mint Price and the 
Market Price of bullion : because by tlie very ineaning of the 
term Mint Price however plentiful or how(!ver scarce Silver 
maybe, an ounce of it in Coin must always be of the exact 
weight or value of an ounce of it in Ihdlion 

Qn the other hand, a l)e})reciation of the Coinage must 
inevitably produce a rise in the Market Price of Ihdlion above 
the Mint Price*; because, however, plentiful or scarce Ihdlion 
may be, three quarters of an ounce of it in Coin can never bo 
equal in weight or value to an ounce of it in Ihdlion 

The case may be shortly staled thus — Ouimais may rise to ;)0,s\ 
ift silver, either from a Diminution in Abdue of Sih er; or from 
a Dcpi'cciation of the Silver Coinage. ATliat is the tost? It is 
to ])e found in the^Iarkct Price (»f Silver. If the Silver (.V)imige 
* is de 2 )reciated the ATarket Price will rise aho¥e the Alint Price : 
if it is a mere Alteration in the Abdue of Silver it will not 

Evid(^nLly, however, both cirennistanees may take j>lace. 
There may he an Alteration in tl>e Value of the metaJs as well as 
a Depreciation olF tlie Silver (^n'nage at the sanie time. And it 
is quite easy to devise a test in sneli a cfise. Peeanse the Depre- 
ciation of the Silver Coinage <s measured by the rise of Alarkjt 
Price above the Alint Price of Silver : and thus tlie Abalue (d' the 
Silver Coinage being rectified, it is quite easy to see wJietlier it 
has changed in its relation to Cold 


On Gresham’s Law o/ Ike Coinage 

8 , JVe have now to notice a Law of fundamental im])ortanco 
in^the Theory of the Coinage ^ 
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Aristophanes first noticed the fact at Athens, that when a 
debased Coinage was issued along witli a good Coinage, the good 
(Joins all disappeared from circulation, and the debased ones 
alone remained 

Aristophanes says^ — “ The State has very often appeared to 
us to be placed in the same position towards the good and noble 
citizens as it is with regard to the ancient coinage and the new 
gold : for we make no use either at home or abroad of those 
which are not adulterated, but the most beautiful of all money, 
as it would seem, which are alone well coined and ring properly, 
but of this base copper struck only yesterday, and of a most vile 
stamp.” This law, first noticed by Aristophanes, has been found 
to be true in all ages and countries 

This fact was long the puzzle of financiers and statesmen. 
As will be showni further on, the Coinage of this country used 
formerly to suffer very much from clipping and othef bad 
practices, llepeated attempts were made to remedy the evil by 
issuing new Coin from the Mint, wdthout withdrawing the de- 
graded coin. But all these efforts failed : the good coins invari- 
ably disappeared from circulation, and the bad ones alone 
remained 

At length 8ir Thomas Cfresham first explained to Queen 
Elizabeth that allowing the degraded Coin tp remain in circula- 
tion was the Cause of the disappearance of the good Coin : and 
therefore, we called it “Gresham’s Law of the Coinage” : which 
name is now universally accepted 


c 

This Law^ was well expressed in an old pamphlet thus^ — 

“ When two sorts of Money are current in the same naiio7i, of 
Ifke Value by Denomination^ but' not Intrinsically [f.c., not in 
Market Yahie], that which has the least Value will be currenf and 
the other as much as possible hoarded!'* or exported 
Which may be expressed shortly thus — 

“ Bad Money always drives good Money out from circulation f 
1 ItancCf 718 

* JL liepltf to the Defence of the Banh^ setting forth the unreasoriBjleneas of 
their slow payments. London, 1690 
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Tliis Law wliicli is absolutely universal applies in the follow- 
ing cases — 

1. If only one metal be used as Moi]^ 7 , and degraded auil * 
debased coins of that metal be allowed to (drculate along with 
good ones : the good coins will disappear and tlie bad coins alone 
will remain in circulation 

2. If coins of two metals are issued and tied togeUier by a 
legal ratio : if the legal ratio of the (^)ins differ from the market 
value of the metals: the coins which are underrated will dk- 
a 2 )j)ear : and the coins which arc overrated wiW alone renniin in 
circulation 

8. And as a consecjnence of the same Law it is ini])ossible 
to maintain a fixed Par Exchange between countii(,‘S which use 
different metals as their standard 

reason is plain. If full weighted and deprec^iated coins 
are allowed toicircniate togethei*, one of two effects must iu;c(!ssarily 
follow. Either ?hose persons who have commodities to sell will 
make a difference in their nominal ])rice, according as they are 
paid in good (jr depreciated coin : that is, the liglit coin will be 
at a discount as compared with the good (‘oin : or if tlua’i; be a 
law to prevent thb, and to make both pass at the same nominal 
value, every one ^^ill try to pay his did)t at the ]<*ast ])ossible 
^expense; He will always pay his debt in light coin, and hoard 
away the good coin • 

• As values arc always by the weight of the metal, a law wliich 
declares that light coin sliall Ik; of the same value as good coin is 
as great an anoiyaly as a law which deedared that three arc equal 
to four. But the consequence is very ])lain : if the law declares 
that three ounces of bullion are equal in value to four ounces, 
persons will, of course, ]>ay tlfeir de)>ts in the light (^oin : an^l 
bullion dealers will collect all the full weighted coin and expoi’t it 
to foreign countries where it is allowed to bear its market value. 
Thus the good coin quickly disappears from circulation, and the 
light coin alone remains 

Moreover, no one will bring Bullion to the Mint to be con- 
verted ii^o Coin. No one will bring four ounces to the ^lijtit if 
it^ill have no^ greater value than three ounces when coined. 


MISSION 
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During the degraded state of the silver coinage during the last 
, century, the Market Price of silver always exceeded the Mint 
Pdcc. Sinitli says tliLt tlie Market Price of silver ranged from 
5s. \d. to As. 8^/. an ounce before the recoinage in 1774. And 
the s(icond Peport of tlie Lords’ Committee of Secrecy in 1797 
says— “Put as the Mint Price of Silver Bullion has been during 
the whole of the present c(nitury considerably less than the 
Market Ihice of the precious metal, ike SlJvnr Bullion imported 
could not he converted info Coin : but having left a sufficient 
quantify for the us(‘ of our manufacturers, must have been again 
exported, and did not contribute in the smallest degree to augment 
the (k)iii of this kingdom ” 

The very same ])rinciple holds true even if tlie coin of both 
metals is full weighted, if the law attemjits to fix a ratio between 
them which differs from the market rate of the world 

We shall presently see the application of these principles 


On a Decimal Coinage 

9. We have now to consider a question which has excited 
considerable discussion in recent times, and is constantly brought 
forward by Chambers of Commerce, viz., whether it is practicable 
and expedient to decimalize the Coinage of England 

The great monetary reforms which have taken place on the 
Continent in recent years, and the immense benefits which have 
followed the unification of the coinages of France, Italy, Belgium, 
Switzerland and Cerinaiiy have naturally led many persons of 
great scientific acijuirements to advocate the adoption of a 
Decimal System of Coinage for England : and the assimilation of 
the Coinage of this country to thaPof the great extent of Eui'ope 
wliich has adopted the French system. We have now to consider 
whether such a system can be introduced into this country, and 
whether there is a reasbuable prospect of a uniform system of 
coinage being adopted by all nations 

A J)ecimal Coinage is one consisting of pieces related* to each 
other ill the ratio of 10, or some power of 10 . 
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There are three distinct systems of Coinage — 

Istly. Where the lowest coin of all, or even an imaginary 
unit below any existing coin is taken, and all other coins arc 
multiples of that unit. That is where the (^)inage proceeds 
exclusively by multiplication 

2ndly. Where some intermediate coin is taken as tlie unit : 
and other coins are struck both as multiples and sii])divisi()ns of 
the unit. That is where tlie coinage is a combination of iniiltipli- 
oation and subdivision 

3rdly. AVhere the highest coin of all is ta,k(‘n as th® unit. 
That is where the Coinage proceeds exclusively by subdivision 

In the lii’st system it is natural that all accounts should 
proceed by decimal multiples of the unit. And, tlKU’efore, there 
may be decimal accounts. But that does not necessarily imply 
a Decimal Coinagti. '^IMius from time immemorial the only coin in 
Ohiiut has been the 6Y/.s7/, which is the l,000tli i>art of an ounce of 
silver. This is the only coin in existence, and all sums are 
expressed as decimal multiples of that unit. ^Phis is attended 
with very great conveniemee, and calculations an; veiy (piickly 
performed, anti travellers tell us of the exi)ei*tness with which 
mere children can perform long calculations. But the Chinese 
have not a Decimal Coinage, as there arc no multi])les of the cash. 

The French and American Coinages are examples of the second 
system/ In France the franc is the unit, and in America the 
dollar : and there are both multiples and subdi\ isi()ns of the franc 
and the tjollar. The napoleon is equal to 20 francs, and there 
are divisions of the franc according to a decimal system. '^I'he 
Coinage is decimal so far as the franc, but not further : as the 
napoleon is not decimally related to the franc. The dollar has 
both decimal multiples and subdivisions 

The English Coinage is an example of the third system. The 
unit is the pound sterling, now a gold coin. And all other coins 
are aliquot parts of the pound sterling. The English Coinage, 
therefore, proceeds exclusively by subdivision 

Now^the decimal system of accounts having been applied 
with great success in the first system : and a decimal systSm of 
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accounts <ancl coins having ])ccn adopted with more or less success 
in the second system : a pretty strong feeling lias been excited, 
*e^pccially among scion|)ific and commercial men, to decimalize the 
English Coinage. 'I'liat is, to make the different pieces of the 
Coinage related to each other in a decimal ratio 

At fii’st sight such a scheme appears to have many advantages. 
It is much easier to cast up accounts decimally than by our 
present jilan. And it seems a very plausible tiling to say that as 
the integers proceed on the denary scale, so should the subdivi- 
sions. » That is, if it he multiplied decimally, why should it not 
be divided decimally ? 

This idea, however plausible, is utterly erroneous. It is 
founded on the idea tliat integers expressed in the denary scale 
and decimal fractions are corndative systems. Ptiople see that 
figures on one side of the Decimal point increase by powers of 
10 : and on the other side decrease by powers of 10 : and they 
jump at the eonclusioii that they proceed on the same principles. 
Nevertheless, this is an entire fallacy, and it is quite easy to show 
it. Tims, if w(‘. multiply 1 by H we liave 8 : an exact answer : 
but if we divide 1 by 8 do we have ‘8 — an exact answer ? If 
we mnlriply L liy 2, we liave 2 : but if we divide 1 by 2 decimally, 
we do not have *2 but *5 : which sliows at »once that decimal 
fractions are diticront in principle from multiplication of 
integers. ^ 

To show this more clearly, we may multiply an integer by 
any niiinher wo jdcase, and always obtain an exact result, which 
for the purposes of convenience we may reckon by groupci of 10 
So we may divide an integer by 2, 8, 4, 5, &c., or any number, 
and obtain an exact result. Hence division by tlie ordinary 
numbers is the correlative of multiplication by them. Therefore 
the common fractions are the correlatives of ordinary multiplica- 
tion in the denary scale 

But in decimals it is not so, for these the only divisors are 10 
and powers of 10. Hence while we may multiply by any ‘number 
whatever, we must only divide by powers of 10. Instead of our 
divisors being unlimited, they are restricted to a ve^ry small 
numbhr indeed. And this consequence follows, that it is physically 
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impossible to divide a unit exactly into ali(piot parts which are 
not some powers of the factors of 10 

That is, a unit cannot be divided exactl^^ in decimals by any * 
number which is not of the form of 

Now the immense majority of numbers are not of this form 
at all : and consetpiently it is physically impossible to divide a 
unit exactly by the immense majority of numbers in decimals 
To show how very few there are, the only natural numbers 
up to 1,000 by which a unit can be exactly divided are — 

Taking powers of 2 we have — 

I, 2, 4, 8, 10, 32, 04, 128, 250, 512 
Taking powers of 5 we have — 

1, 5, 25, 125, 025 

Now a unit cannot be divided exactly in decimals by any 
number except those in these two series, or those arising from a 
multiplication of any one in one scries by any one in the other 
Now there are only 28 numbers up to 1,000 ])y which exact 
division is possible. They are 2, 4, 5, 8, 10, 10, 20, 25, 32, 40, 
50, 04, 80, 100, 125, 128, 100, 200, 250, 250, 320, 400, 500, 
512, 025, 010, ^00, and 1,000 

Now, what should we say of a system of multi])li(!ation iu 
which it was physiC|^illy im[)0ssihle to obtain an exact I’esult in the 
immense majority <jf cases: only by 28 nnmbers up to 1,000 ? 

It is clear that such a system could not he tolerated for a day 
8iich a system as that would bo the coiT^^lative of decimal 
• fractions : it would be one in whi(;h we were forbidebm to mnlti[)ly 
by any iwimbei’s exc.ept 10 and powers of the factors of 10 : and, 
therefore, no multipliers which were not of tlie form 2^* x 5® 
could bring out an exact number 

Hence we see J^bat the analogy between decimal numbers and 
decimal fractions entirely ftmls. In fact tlHjy pi’oceed upon 
different principles: and it is manifestly the same with any 
fraction expressed in the radix of the scale of notation 

It can only be divided by powers of the radix or of the factors 
of the radix. Consequently it can be divided exactly by no 
numbers which are not composed of powers of tlie factors of the 
radix ^ 

There is, therefore, a fundamental distinction between 

• . 
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multiplication in the denary scale and decimal subdivisions. 
For all cases of multiplication nothing can be better than 
‘ decimals : for all cases of subdivision nothing can bo worse 

The cases, therefore, of a Coinage in which the unit is the 
lowest possible, and, therefore, proceeds by multiplication : and 
that of a Coinage in which the unit is the highest possible, and, 
therefore, proceeds entirely l)y subdivision, are not only not parallel, 
but they involve antagonisLic principles 

Hence the aindogy between a Coinage of the third system and 
one ofethe lirst system entirely fails : what is best in the first is 
impracticable in the third 


The essential peculiarity of decimal fractions is that the unit 
cannot he divided into any alicpiot parts except those composed 
of j)owers of the factors of 10. This is a restriction whic^h no 
people would ever submit to in the common affairs of life. We 
constantly re(pure to divide things exactly into 3, (>, 7, 11, 12 
parts. No one would ever dream of proposing that persons 
should voluntarily preclude themselves from dividing a quantity 
into any exact })arts under 1,000, but those of the 28 numbers 
given above. But that is what we should do if we were to adopt 
decimal subdivisions exclusively. Such a notion is so monstrous, 
that no one out of Bedlam would propose it.^ It would be just 
as rational as to suppose that we should adopt a system of « 
multiplication in iVhich none but these figures should produce 
exact results 


It would be the state of greatest ])crfection if we could 
imagine the unit of value, such as gold, to be some soft substance 
like putty, which we could sub-diVide into any number of parts 
exactly. But as that is impossible, the next best thing is to have 
it divided into that number of pieces which contains the greatest 
numbers of divisions possible. Now 10 is not only not ^ood but 
extremely bad 

Considering that the present unit of the English coiifkgc is 
gold, and its existing magnitude, it is quite easy to show*, that no 
division of it is at all comparable to that of 20, 12, and 4. IJo 
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other combination within the same compass presents such a rich- 
ness of factors. It has no less than 27 : namely, 2, 8, 4, 5, 6, 8, 
10, 12, 15, 16, 20, 24, 30, 32, 40, 48, 60, 6^, 80, 06, 120, 160,^ 
192, 240, 320, 480, 960 : whereas 1,000 has only 14 factors — 
2, 4, 5, 8, 10, 20, 25, 40, 50, 100, 125, 200, 250, 500. Hence 
the immense superiority of the present division of the pound 
sterling over that of the millesimal one for all pur[)oses of 
physical sub-division is manifest 

Everyone’s daily experience shows that while he naturally 
uses the decimal scale for multiplication, he never thinks o& con- 
fining himself to decimals for sub-division. People want evmy 
day halves, quarters, and half-(pjarters of things, and they call 
them so. But if we are to have decimal fractions cxclLisi\'ely, 
these expressions must be given up. A snulFy old woman in tlie 
Highlands Avants half an ounce of siiuir, she must no longer ask 
for that, but she must ask for *5 of an ounce ; slie wants a quarter 
of an ounce : she must no longer ask for that, but for *25 of 
an ounce. And so on. A nation of savans might do that, but 
common humanity never will. Wo want half, or a quarter, of a 
thing. The eyci performs the Avork instantaneously. But if we 
go to decimal fractions, we must first divide the unit into 10 
or 100 parts, and tlx3n take 5 or 25 of these parts. Such a state- 
ment slioAA^s the mariifest absurdity of such a tiling 
, The wliole confusion is based upon the idea that decimal 
fractions are analogous to decimal integers : Avhicli is a complete 
‘delusion : and if this distinction in pilnciple had been fully con- 
sidered, tlm question never Avould Jiave Ijeen agitated at all, and 
the spasmodic attempts made to revive it, would be drojiped 

Considering these fundamental differences of primu’ple betAveeii 
decimal integers and decimal fractions : and decimal multiplica- 
tion and decimal division, the 'following may be stated as ascer- 
tained principles Avith respect to a coinage — 

Istly. Where the unit of account is the lowest coin in use, 
and the ^wliole coinage consists of multiples of that unit, the 
decimal system is by far the best 

2n(ily. Where the unit of account is a coin of some low 
magiiituclp, the decimal system Avill have great convenience, and 
sopfie inconveniences. And as the unit becomes larger’ the 
inconveniences will constantly increase over tlie advantages 
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Brdly. Where tlie unit of account is the highest coin of all, 
the decimal system which is tlieii one of exclusive sub-division, is 
an intolerable nuisance, whicli could never subsist for any time 
at all 

It is, therefore, evident that it is practically impossible to 
adopt any system of Decimal Coinage in this country so long as 
the pound sterling is I’ctaiued as the unit of account, and the 
coinage is one of pure sub-division. Other schemes have been 
proposed, based upon the penny and the farthing, of which we 
shall {v>y something hereafter 

It is unquestionable that for matters of account on paper, 
especially in large numbers, the decimal system affords an 
immense superiority. It is no doubt true that it is physically 
impossible to divide anything into 3, G, 7, &c., exact parts by 
decimals. We can, however, carry it as near exactness fis we 
please. The philosopher can afford to balance this inconvenience 
against the many other advantages, and carry his calculations a 
few figures further with equanimity, when he knows the ultimate 
result will come as nearly true as he pleases. But it is a far 
different matt(U’ with the daily transactions of life, where actual 
subdivision is required, and where the differcTices which arise 
from an imperfect division give rise to everlasting quarrels. No 
one who lias not studied history can conceive the intolerable 
practical misery which a depreciated currency causes to a people : ^ 
and the very same effects are produced by an imperfect system of , 
sub-divisions. AVe shall now give some historical notices of the 
adoption of the decimal system of coinage by different nations 

On tJte Dfclmal System of (Jo inaye of the ^United States 

The currency of the various American colonies was originally 
the same as that of the mother country. But we have shown 
elsewhere^ that nearly all the States had issued enormous masses 
of paper money, the effect of which had been to depreciate the 
pound ill them. The pound, too, had undergone different 
degrees of depreciation in the different States : hence there was 
at the time of tlie Eevolutioii an immense confusion between the 

1 Dictionary of Political Economy 
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currencies of the different States. The weight of the pound sterling 
was 1,7184 grains of pure silver : but the pound of (h.'orgia was 
1,547 grains: that of Virginia, Connecticut, Rhode Island, * 
Massachusetts, and New Hampshire was 1*281) grains : that of 
Maryland, Delaware, J^ennsylvania, and New Jersey was 1,0 Jl| 
grains : and that of North Carolina and Now York was 9()0| 
grains 

While, therefore, the pound, shilling, and j)enny had diffei’oiit 
values in different States, the Spanish dollar had a general circu- 
lation throughout all the States, hut with a different ratin'^. In 
the New Krigland States and Virginia, it pa.ss(‘d for 72 pence : 
in New York and North Carolina for 9(3 pence : in the Middle 
States for 90 pence : and in Georgia and South Carolina for 5(3 
pence 

When the Congress was formed they found it necessary to 
issue paper money to carry on the war. If this had heen based 
upon the pound it would have caused intolerable confusion ; 
besides there wife no reason why the pound of any particular 
States should be preferred to the others. Congress, therefore, 
based their pai^er money on the dollar, which had ii general 
currency throughout the States. And when the national inde- 
pAidcnce was secured, the dollar was naturally adopted jis the 
unit of the national^cuiTency in 1785 

Mr. Robert Morris, the financier of the American Revolution, 
seems to have been the first who proposed a, decimal coinage. 
He laid his plan before Congress in January, 1782. He proposed 
to have an exceeding small unit, and that the coins should be 
increased in a decimal I’atio, to facilitate calculations. The unit 
was to be a quarter of a grain of pure silver. The lowest silver 
coin was to be of these, and to be called a cent. To this 
2 grains of co[)per were to ]n added. Five of these wei’e to 
make a quint, and ten to make a mark. Mr. Jefferson, ids 
successor, to wdiom the matter was referred in 1784, thought the 
unit was too small. In 178G Congress adopted the plan proposed 
by Mr. Jefferson. The coins were an eagle of 24(3 -2 08 grains of 
fine geld, to be equal to 10 dollars : a hnlf-eagle of similar 
proportions : a dollar of 375*04 grains fine silver : half-dollars a 
double dime of 76’128 grains fine silver: half -dimes and»m^^s 
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of copper, the 1 OOth part of the dollar : and half -cents. Thus 
here we see the unit divided into halves 

No action followed upon tliis plan. Tn 1790 it was referred 
to ^Ir. Alexander Tlamilton, the Secretary, and he presented an 
elaborate re.port on it. lie adopted the dollar as the unit, but 
contended that it should not he attached eitlier to gold or silver 
exc]usiv(;ly. He proposed that it should correspond either to 
- 1 4 grains of line gold, or 371 } grains of fine silver : each to pass 
for 1 dollar in account : the alloy of each to be j^Vtli : making 
the u^it 27 grains of standard gold, and 407) grains of standard 
silver. An A(;t to establish a mint and regulate the coins in these 
proportions was passcid in 1792: hut in 1837 the alloy both of 
gold and silver was ordered to be 1 part in 10 

The introduction of the decimal system into the American 
coinage was considered to be a great triumph of science ; and its 
authors boasted that it had met with the highest approval of all 
eminent men in Americ.a and Europe. If therefore, it had been 
found in practice so very beneficial we should naturally have 
expected that during the period it has been in force, now just 
100 years, it would have entirely siipiu’seded the former 
system of i)ounds, shillings and pence, and the binary division^of 
halves, quarters and eighths. We should have expected that the 
existence of the former systems w’ould only have been known to 
professed antkpn^ries, who would have looked upon it as*^ 
geologists do the extinct races of animals. And as for the , 
common peojile, they could never have been expecte^l to have 
heard of it at all. But is this the fact in practice 1 It is found 
not to be so. By law the dollar is divided into dimes, cents and 
mils. But it is found in practice that the cent being taken as 
the unit, while calculations upwards are reckoned decimally, 
those downwards invariably proceed on the old binary scale. 
While the law declares that there shall be no division of the cent 
except by 10, universal mercantile custom invariably proceeds by 
halves, quarters, eighths, &c. The mil is utterly ignored 

Thus Mr. Slater placed before the Decimal Ooinaga Com- 
missioners, as an ordinary specimen of mercantile news, the 
following extract from a New Orleans Price Current. — ‘‘Louisiana 
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sugar, of fair quality, is quoted at 7 to 7f cents per pound ; (and 
also exceptionallj/ among a multitude of quotations exhibiting 
binary subdivisions, at 7|^) and cents) : green meat (pork) • 
found purchasers at 7-1 cents ])er lb. : and fa,rd at DJ to t)-; cents. 
On cotton the advance within the week has been fully to \ 
cent per lb. : whilst freight to Liverpool was taken at to 
cent this year, against J to l-t in 1805: and {dl 1 1851. 

To Havre, cotton is taken on freight at 1 cent. A shij) was 
taken for Bordeaux at {-f cent ; and at Bosloii a-t (;ent.” No 
freights were quoted at decimal rates. Among the ^rtudes 
fluctuating in price by [ cents, were found almonds, bacon, 
bagging, coffee, hides, lead, rice, soap, spirits 

Thus talj:jj^rg this as a s])ecimen of mercantile custom in 
America, we s^e'* that commercial instinct obstinately re jecLs the 
decimal division, notwithstanding that it is thrust upon them by 
law. ‘And is it possible to conceiv(j that tlujy would not long ago 
liaA^e adopted it without any law at all if it had really Ix'iui moi'e 
suited for their ptirposes ? Just as some commercial establishments 
ill this country have adopbid decu'mals in their business, without 
any law at all ? 

And no wonder: for the binary subdivisions are found to be 
tljose most conveniimt for eommorcial purposes. In de(‘imals, 
4ths could not be expressed in less than two tigures : 8ths in less 
than three : ICths in less than four : Jihids in less than five; : and 
'•G4ths in less than six. Thus for instance in the above extract, 

I = *025 : 5^=; = *8125 : =--- '84:575. What inoniory could 

stand such complexity ? In the first place, it would be necessary 
to remember that three figures in the quotation meant 8ths : four 
figures meant IGths : and five figures meant :52nds : and then all 
the varieties of these fractions. This example shows that for 
physical subdivision decimals aye intolerable 

Commercial instinct therefore utterly condemns decimal sub- 
division. But does the common practice of small dealers in 
common* life support it any better ? The evidence before the 
Commissioners equally disproved that notion. During all this 
period of 70 years it had been found impossible to extirpate the 
old reckSning by shillings and sixpences. Professor KeMand, 
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Dean of the University of Edinburgh, travelled extensively 
through the States, and gave in a most valuable paper to the 
• Commissioners. When a nation adopts a decimal coinage, it 
would naturally, bo expected that they would adopt a decimal 
system of weights and nieasuros. Indeed some of the witnesses 
seemed to think tliat there was very little use of one without the 
other. But the Americans have not decimalised their weights and 
measures : tliey still retain the old ones they learnt from the 
mother country. How is this, if decimalisation be so good ? 
Still ^?.iorc should we expect that they would have made up 
their parcels in shops by tens instead of by dozens, to accommo- 
date them to their money ; but they have not decimalised their 
parcels. Profes.sor Kelland says — The decimal system has been 
the legal system in America for (>0 years, and dozens have not 
yielded a hair’s breadth as yet. The same ])Hper from which I 
quote contains Yalentines in lots of 141, :3(), 24, 18, 12 and 
but no tens.” In a Cincinnati paper there were advertised for 
sale, 100 dozen jars, 100 dozen glass, 100 dozen* cans. Shillings 
were the sums C/liargcd in Philadelphia, in the hotel bills. This 
appeared vej’y strongly too, in the book catalogues. Tln^ prices 
though expressed in cents, wx're in reality accommodated to 
shillings. Some were marked GO c., wliicl), in reality meaht 
5s. Gd. New York : others G8 c., which mej,nt r)S. New York: 
the NeAV York shilling being 12^ cents. The New England 
shilling was 1G-| C 4 mts. On examining 12 pages of the catalogue, 
decimal i)rices were marked in 40 cases, and non-decimals in 117. 
Among book prices 88 and 81 cents were most frequ*;nfc, being 
remarkable numbers to choose if there were no particular reason 
for it. The fact was, the former number meant 8s. and the 
latter 2s. Gd. New York ” , 

Nor was this opinion unsupported by intelligent natives. 
The Itev. Joshua Leawitt, editor of the Independent of New 
York, stated to the Committee of the Canadian Assembly in 
1855 — “ I have no doubt of the superiority of the decimal system 
for the purposes of account: bub for all purposes of small 
circulation, in marketing, huckstering, and the like,* I am 
persuaded that a duodecimal currency, like that of England, or 
like that which formerly prevailed in the city of New York, is 

• 4 / 
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far preferable. These small transactions of daily life outnumber 
the transactions of commerce almost infinitely, and it seems 
impossible to make a decimal currency as convenient in these as 
in the old currency. One reason is that the decimal currency 
admits of only one alicpiot division, that is into halves.” 
Mr. Leawitt then shows the excessive inconvenience of this want 
of divisible power, lie said — ‘‘You are aware that in oiir 
New York marketing, and other small transactions, our business 
is still done in shillings and pence : the shilling being one-eighth 
of a dollar, and therefore corresponding exactly in its* value 
to the old Spanisli coin of one eight. The provincial currency 
of New' York before the Revolution was framed upon the 
reckoning of B.s. to a dollar : and w'hen the Ralei-al cni’rency was 
introduced in matters of coin, the common people still clung to- 
the old shilling as a matter of necessary convenience in their 
pocket payments ; and the experience of sixty years has not in 
the least diminished their attachment to this method of reckoning 

in small payments And not only this, but we find 

the people of all parts of the country are learning more and more 
to use the vcryucular currency of New York in -their daily 
chaffering from one end of the United States to the other. You 
will frequently hear»people giving you the price of things in York 
shillings and York^sixpeuces. I think this experiment is con- 
jclusive, and ought to be satisfactory to prove that the duodecimal 
currency in small transactions is a great publi* convenience. I 
• am sure that is only this actual and felt convenience which has 

enabled itito maintain its ground for GO yeai*s For 

myself, I have no idea that we shall ever abandon the shilling 
currency : the lapse of generations has only fixed it more firnjly 
upon us, aud I fuljy believe that in a few years we shall have a 
Congress so governed by corifmon sense, and so alive to the 
convenience and welfare of the people, that they will legalise the 
York shilling and sixpence, as the eighth and sixteenth of a. 
dollar, aud will give us from our own mint a corresponding 
coinage.’^ The Committee of the Legislative Assembly of Canadfi 
reported that coins representing the eighth aud sixteenth of a 
dollar were indispensable in small transactions in Canada : these 
coins being quite incompatible with a decimal coinage 

VOL. rr., PART 1 0 
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The introduction of a decimal system of coins into France 
was easier than almost any other nation. The Frencli coins, like 
those of' Western Europe, were divided into livres, or francs, sols 
and deniers. But the successive depreciations had brought the 
livre or franc down to below 10//.,the sol was in fact equal to 
and the denier had altogether ceased to he coined. The franc 
and the sol, therefore, were all that were wanted. It was only to 
call it 5 centimes instead of one sol, and the thing was done. 
Nevertheless, slight as this change was, it was effected with in- 
conceivable slowness, if indeed it can he said to be done yet. 
The name of the livre was abolished, but that of franc retained. 
In order to make it weigh 5 grammes, it was found necessary to 
increase its weight by l-80th part. Slight as this difference was, 
it gave rise to great disturbance. Dr. Gray says — “ Even now, 
at the distance of half a century, it is by no means universally 
adopted in France, eitlier in accounts, or still less in the great 
mass of ordinary retail dealings. As long as tlie old livres 
remained in circulation, whenever they were tendered in place of 
a franc, it became a constant source of contention which party* 
was to be the loser by the bargain : one or the other must be so, 
as there was no coin to represent the actual difference, and the 
debate frc(|U(3ntly end(.‘d in the weaker party g*iving two centimes 
or one fiftieth part instead of one eightieth A:)art over and above 
the livre : or as a centime was a rarity seldom seen, a livre and^ 
a sol were combmod to represent a franc, and thus the receiver 
obtained tliree and three quarters per cent, beyond the real value* 
of the new coin as compared with the old.” Dr. Gray says that 
even then accounts were frequently kept in livres, sols, and deniers, 
in the provinces and even in Paris itself the prices of most of the 
common and smaller articles were constantly expressed in sous» 
Galignani'H Jfesspjiger was marked ten sous, not fifty centimes, or 
five decimes. In 185G an ordonnance was issued to prevent 
people crying articles in the streets in sous ! So long do the old 
habits of the people on so small a matter continue against all the 
efforts of a powerful government 

The French introduced their decimal system of moneys into 
Sardinia in 1793. The lira was diminished to an equality w,^th 
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the franc : 100 old Piedmontese lire were coined into 118;] new 
lire or francs. The Italian money is now entirely assimilated to . 
the French, the coins of the two countries pcissing freely in each. 
This change was continued by the restored dynasty, after the 
overthrow of the French Empire. By laws of the 12th August 
and 7th September, 1816, and 4th and 9th December, 1820, the 
new lira was declared the money of account, and all contracts 
were ordered to be made in that coin. In 1827 this system was 
extended to the Duchy of Genoa, and in 1843 to the Island of 
Sardinia. And since the unification of Italy, the French system 
of coinage has been adopted throughout the country 

The French introduced the decimal system into Belgium in 
1803. It was suppressed in 1816 in favor of the d(;cimal 
system of the Netherlands : but the French system was restored 
in 1832. Before 1803 there were four distinct systems of 
coinage legalised and in common use : namely, the Flemish livre, 
containing twenty schillings, each schilling twelve gros, each gros 
eight penninghens, and each penninghe three myten. This money 
was chiefly used for calculating the foreign exchanges, especially 
that upon London, and was continued so late as 1843. The great 
cojnmcrcial houses kept their accounts in florins, divided into 
20 sous, and each S(fl into sixteen denuu’s. This was also used in 
the exchauge on Am^sterdam and Hamburg. The Brabant florin, 
containing 20 sous, and each sol twelve deniers, was tlio money 
used in daily life. And lastly the guveriimeut accounts were kept 
“in livres tournois, divided into twenty sols of France, and each 
sol into t\^’*elve deniers. it is not surprising that the establish- 
ment of a single uniform system like the French was found to be 
,a great improvement over such complication. But (iven here the 
immense time necessary to change the habits of the people is 
seen. The higher commercial classes in the cities kee{) their 
accounts in francs and centimes, but the old divisions of 
Brabant guilders and stivers are still maintained by the small 
tradesmeij and shopkeepers, though tiie.se coins have no monetary 
representatives. In common life every man in Belgium is com- 
pelled to have constantly at hand his tables of reduction of the 
various moneys, both past and present 
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Up to 1848 the Swiss coinage was in a state of fearful 
confusion, each (’an ton coined money for itself which would not 
pass in tlie neighluviring ones. Numerous coins from France 
and (rennany also passed current at ditlerent denominations. 

F(Mh‘ral constitution of 1848 took away the power of the 
Cantons to coin money, and placed it in the liands of the Federal 
auMiorities, and deniafided reform. In 1850 a new Federal law 
on coins was passed, whicli was brought into elle(;t in 1851 and 
1852. Tlie liioneys of account and usage were assimilated to 
tlie l^^'encli, and all tlie old ones withdrawn and destroyed. What 
an eiH)i*inous improvement this was may he judged l)y the answer 
of Air. Friiinldcu’ to the Decimal Coinage Commissioners, who 
says that before 1850 there were current “ all kinds of (rerman 
dollars, (lennaii florins, Austrian zwanzigers, Freucli tive-frano 
pieces, siih-divisions of the above, and about 100 dilfereiit Swiss 
coins. Flje legal value of most coins was dilferent in almost 
every canton : and the current value differed everywhere from the 
legal value ! ” Now the same coinage circulates throughout 
France, Belgium, Switzerland and Italy, to the immense relief 
of travelers o 

The late kingdom of the Two Sicilies had a coinage of which 
the ducat was the unit, divided into 10 carluiiy and each carlino 
into ten grains, and each grain into 10 ccilU. But accounts 
were only kept iy ducats and grains. Payments, however, wer6' 
seldom made in ducats, which were a very rare coin, but iu^ 
Neapolitan dollars, worth 12 carlinly or 120 grains. And here 
we have a curious example of a decimal system of accounts, with 
a duo-decimal coinage. For the coins in circulation were the 
dollar of 12 carluil ov 120 grains: half-dollars of C cenUni, or 
GO grains : pieces of 4 carliniy ?M.carlini, 2 carlinij 1 carlinoy and 
half a carlino. Copper coins arc in common use, of half a 
carlinOy 4, d, 2^, 2, l.\, 1, and ^ grain 

Tliis is a very strong and striking example of what we said 
above, that as soon as tlie unit of money becomes of any 
magnitiule, the practical purposes of life irresistibly demand a 
duO‘deciimil coiuage : as is also manifested in America 

The Netherlands like- most countries were atHicted with giqeat 
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monetary confusion. The basis of the wliole, however, wus tlie 
florin containing 20 stivers, or 20 pence English. In 1S2! this 
coin was taken as the unit of the system, ar;d divided into (xaits 
and half-cents. In this case we observe tlu; h’ansition was 
extremely easy. The stiver was already the 2()Lh jiait of the 
florin, and its name was simydy changed into o ceiUs, as in 
France. Hence, nothing was required to be done: it was simply 
to abolish a number of the old coins 

Portugal is an example of a country having a single uii'^b like 
that of China, and all the coins being multiples of that unit. 
The PortugiK^sc unit is the rei, equal to of a penny. Th(j 
smallest coin is the 5 reis, equal to jV of a penny. Put though 
all the moneys of account were decimal mnltiph'S of the nd, the 
coinage was not so. The (coinage consist(;d of moidores of 4800 
reis : crusados, 400 reis ; crusados uovos, or i)into, ISO reis ; 
quartitos, 1200 reis; testoons, 120 reis ; and vintrenos, 2o reis. 
This coinage has now been abolished, and it has now been 
decimalised, as well as the accounts. The change came into 
operation in 1857 

III Russia, the silver ruble is the standard, hciug about 88 
pence. This is divided into 100 copecks, and tluj liopeck is 
divided into halves and quarters. The silver rnlile was 
established as the standard unit of money in 1840, in place of the 
•ruble of assignation, to which the issues of depreciated pajier bad 
reduced the Russian standard. The silver ruble was equal to 
paper rubles, but the subdivisions of the latter Avere the same. 
And here we perceive that as soon it went below cents, th(‘ binary 
division ivas found necessary. The expenses, liowever, of the 
Crimean War forced Russia again to resort to Paper Money : and 
the present value of the Paper ruble is about 20^/. : and of course 
the silver ruble is never seen 


In Greece the drachma is the unit, being in value about S]^7. ; 
this is •divided into lOO lepta, the latter being about J 
farthing. ^ But although accounts arc there is no 

decimal coinage 
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Such are the examples of actually existing decimal systems 
both in accounts and coins : and they throw much light upon the 
* question whetlier it is possible or expedient to decimalise the 
coinage of this country. We observe then that the highest unit 
in a (leciinal system of coinage is the American dollar, which is 
divided nominally into dimes, cents, and mils. But, practically, 
the only moneys of account arc dollars and cents. The next 
highest was the Neapolitan ducat, 41 W. divided nominally into 
lOths, lOOths, and ],000ths. But in practice the accounts were 
kept ki ducats and grains only. The coinage was entirely duo- 
decimal. The next is the llussiaii ruble of 3Sd. both nominally 
and in practice, divided into 100 copecks : but the copeck is 
divided into halves and ({uarters 

Tlitiii comes the Netherlands, with its unit of 20rf., divided 
into cents, and those into half cents. Then the French, Swiss, 
15elgian, Italian and Spanish unit of lO^i?., nearly, divided 
noniinully into declines, centimes, and millicmes : but practically 
only into francs and cents. Here the centime h a coin so much 
below all ordinary use that there is no occasion for its division : 
and whether it is so in commercial transactions \\e are not aware. 
The Portuguese unit being purely imaginary does not require 
division. In all these we see that people refu^ie to go below ceiits 
in their accounts : so that we may fairly consider them as the 
pivots of the coinage : and whenever they go below cents in 
business, they rejacit the decimal division, and adopt a binary one. 
And this Ix^coines clearer as the nominal unit becomes larger. We • 
also observe that the large size of the American uiiiit entirely 
prevents the use of decimals in business 

The question of decimalising tlie coinage and accounts of this 
country has been mooted at various })eriods. In 181 G a Royal 
Commission was appointed to consider the possibility of establish- 
ing a more uniform system of weights and measures. They 
reported that the existing subdivision of weights and measures 
was far more couvenieiit for practical purposes than the decimal 
scale. In 1824 Sir John (afterwards Lord) Wrottesley brought 
forward a motion in the House of Commons for inquiring into 
tbo f)ossibility of applyirig tlie decimal system to the coinage. 
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He proposed pounds, double shillings, and farthings reduced 
4 per cent., in fact what is now known as the pound and mil 
scheme. The motion however was withdrawn and the currencies 
of England and Ireland were soon after assimilated. The 
standards of weight and measure were lost wlien the Houses of 
Parliament were burnt in 1834. In 1838 a Commission was 
appointed consisting of the Astronomer Royal (Mr. Airy), the 
President of the Royal Society (Mr. Francis Baily), Mr. J. E. 
Hrinkwater Bethune, Sir J. W. F. Herschcl, Sir J. (4. Shaw 
Lefevre, Sir J. W. Lubbock, the Very Rev. (Jeorgo PeJ^cock, 
Dean of Ely, Lowndean Professor of Astronomy, and the Rev. 
R. Sheepshanks, all men distinguished in science, but not one 
having any practical knowledge of commerce. I^he Com- 
missioners reported in 1841 strongly recommending the deci- 
malisation of the coinage on the system proposed by Sir John 
Wrottesley. In 1813 a second Commission was appointed, 
containing the names of the Astronomer Royal, Sir John 
Herschel, Sir J. Cr. S. Lefevre, Sir J. W. Lubbock, the Dean of 
Ely, and Mr. Sheepshanks, members of the former Commission : 
to whom were ^dded the Marquis of Northampton, President of 
the Royal Society, the Earl of Rosse, Lord Wrottesley, and 
Pfofessor Miller. The report of this Commission, composed like 
the former one exclusively of men of science, agreed with the 
former, and proposed to carry out its I’ccommoiidations 

In 1847 a motion was made by Sir John# Bowring for an 
. address to the Crown in favor of the coinage and issue of silver 
pieces of the value of 1-lOth and l-lOOth of the pound sterling, 
in order to introduce the decimal sub-divisions of the coinage. 
The motion was withdrawn, on the engagement of the Chancellor 
of the Exchefpier.that pieces of the value of the tenth of the 
pound should be coined. This •was done, and these picjccs called 
florins are now in common use 

On the 2Gth March, 1853, the Commissioners of 1843 hearing 
that a coinage of copper was in contemplation, addressed a letter 
to Mr. Gladstone, then Chancellor of the Exchequer, urging that 
this copper coinage should be in pieces of the value of 1-1 000th, 
2-lOOOths, and 4-lOOOths of a pound, being 4 per cent, below 
the present peuuy, half-penny and farthing, with a view to the 
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iiitroduotiou of the decimal system. On the 5th April, Mr. 
Oladstone was asked wliethei* it was the intention of the Govern- 
ment to carry out the decimal system, by coinin*]^ the new copper 
money on tliat scale. Mr. Gladstone replied that there was no 
intciition on the part of the Government to make any change in 
the c()[)per coinage. Nevertheless considering the great impor- 
tance of the subject, they would support the motion for a 
Committee by orn^ of the IMombers. Accordingly, on the 12th of 
April, on the motion of Mr. W. Brown, Member for South 
Lanci^hire, a Oommittee was appjointed to consider and report 
upon the (‘X'pedieney, or otherwise, of adopting a decimal system 
of coiiuige 

This Committee examined twenty -five witnesses, all of whom 
were in favor of a d(a*imal (joinage, and recommended the pound 
and mil scheme, as the ])lan of the former Commisssion W'as 
called, with the (^xc(‘plion of Mr. Headlam, M.P. for Newcastle, 
\vho strongly urg('d the ex])e(liency of making the jr/. the basis 
of the coinage, and multiplying from that ufiit. This would 
make the pound sterling e(pial to .£l 0.5. 10^/. T''he Committee 
made their re]>ort on the 1st of August, strongly, recommending 
the adoption of the pound and mil scheme. They recommended 
the withdrawal of the half-crown, the ?jd. and,4^/. piec^es, and the 
introdiK^tion of coi)per coins of 1,2, and 4 njils, and silver coins 
of 10 and 20 mils 

The 1 'epoi‘t of i^he Committee excited much discussion in the 
newspa[)ers and among the public, and was followed as usual by 
a great eruption of pamphlets. But a most extKiordinary 
difTercnce of ()i)inion soon manifested itself among the zealous 
advocates of a decimal system. No less than eleven different 
schemes were brought forward, and urgently,, pressed, all based 
upon some particular coin of the (?:fisting moneys. Most of them, 
too, were hostilii to the adoption of any rival scheme, and 
preferred to maintain the existing coinage rather than have any 
plan but their own adopted. These rival schemes introduced 
greater complexity into the question. In 1855 the fiouse of 
Commons passed a resolution, by 135 to 56, in favor of the 
further ext'ension of the decimal system. But before finally 
deciding, the Government referred the whole matter to a 

t • 
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Commission, composed of Lord Monfeagle, Lord Overstonc, and 
Mr. J. G. Hubbard. This Commission made a preliminary 
report in April, 1857, signed by all its meml)ers. They examined 
a number of witnesses, who were adverse to tlie pound and mil 
scheme : and they prepared a series of (piestions to bt^ addressed 
to eminent persons wlio lived in foreign (‘ountries, wliere the 
decimal system was already in use. IMoreover, Lord Overstone 
prepared a series of questions framed with a view of l^ringing 
into notice and examination some of tlie advantages of the 
present system of coinage : and some of the principal dif^ulties 
and objections wliich have been suggested as attending the 
introduction of a system of decimal coinage into tin's country 
The evidence given before this Commission, together with the 
experience gathered from foreign countries, and the answers to 
Lord Overstone’s questions may be said to have completely 
changed the aspect of the question, and to have conclusively 
settled it against the decimalisation of the British coinage. 
Lord Montcagle* retired from the Commission, and the final 
report was delivered on the r)th April, 18.50, signed by Lord 
Overstone and^ Mr. llul)bard. The comdusions which they 
jointly arrived at were, that the exi)ericnce of fonugn countries, 
where tlie decimal coinage had been introduced, was full of 
instruction and wj^rning to us : but the circumstances of the 
country were so dilferent that no safe conclusion could be drawn 
from them. That commercial men as well as cjtliers were greatly 
divided upon the subject. That it was ditlicult to come to any 
useful conclusion in the abstract as (.o the merits of the decimal 
system : and clistinc.t and peculiar clitricnlties attended cacli 
separate form pi'o[)Osed for adoption. Tliat the penny stdieme 
had many advantages over the pound and mil scheme : 
nevertheless, that the state of public feeling would not allow 
the pound to be disturbed. That as regarded the pound and mil 
scheme there appeared to be an advantage in calculations, though 
the extent of the advantage was much disputed. That with 
regard £o the reckonings of the shop and the market, and for 
mentai calculations generally, the present system was unquestion- 
ably the best, as well as regarded the coins, provided by the 
rival sclTemes. That the pound and mil scheme could rtot be 
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looked upon us a demonstrative improvement, but rather as a 
doubtful experiment, attended with many transitional difficulties, 
‘ partly of a moral character, arising from the difficulty of 
changing established usages and habits, and partly mechanical, 
arising from the non-interchangeability of the old and new coins* 
The advantages of decimal accounts might be attained without 
disturbing the coinage by a more extensive use of the practice 
now ado})ted at the National Debt Office, and the principal 
Assurance OHices. That under existing circumstances it was 
not d(f;irable to disturb established habits by an attempt to 
introduce any now principle into the coinage alone 

These were the joint resolutions of the two Commissioners. 
But Lord Overstone prepared a draft report most ably and fully 
discussing the evidence obtained by the Commissioners, and 
weighing tlie alleged advantages and disadvantages of each 
scheme with perfect impartiality. The clear and convincing way 
in which the question is argued in all its different bearings may 
be considered to have finally disposed of the question of decima- 
lising the British Coinage : and this report should be carefully 
studied 



§ 1 ] 


ON BIMETALISM 


.421 


CHAPTER VII 
ON BIMETALISM 

1 . The question of Bimetal ism is only part of the general 
Theory of the Coinage contained in the preceding Chaptej : hut 
it has recently acquired so much importance from the very serious 
fall in the value of silver, entailing the severest distress on the 
Government of India, and the persistent eflorts of a powerful 
party to promote its restoration, that it deserves the prominence 
of a separate chapter 

Most persons of common sense had supposed that after this 
country had been plagued and tormented for five hundred years 
with the futile »attempt to maintain Bimetalism, whereby all 
commerce had been thrown into confusion, and it had been 
finally abandoned as hopeless — after Oresme and Copernicus had 
shown that its fundamental principle is eri’oiieous — after Sir 
Ttiomas Gresham had explained to Queen Elizabeth that it threw 
the whole system of Coinage into confusion — after Locke, Petty, 
Harris and all the ablest writers on Money had shown that a 
'single metal only should be adopted as the standard of the 
Coinage — after Newton had shown that a diilerence between the 
legal ratip of the coins and the market value of Bullion had 
caused the underrated Coin to disappear from circulation and the 
overrated Coin only to remain — after Lord Liverpool's masterly 
and unanswerable Treatise on the subject had shown that Locke’s 
doctrine was the true one — after the Government of India had 
fully considered the question, and in a well considered and 
elaborate State Paper had utterly condemned Bimetalism with the 
most weighty and unanswerable arguments— after the British 
Governifient in 1816, being perfectly well informed on the 
question in all its bearings had established Gold Monometalism 
in England, and instituted the most perfect system of Coinage 
ever devised by the ingenuity of man — alter a debate on 
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Biinetalisni in the House of Commons in which Mr. Herries, the 
Master of the Mint, Mr. lliiskisson, and Sir Eobert Peel, the 
* ablest financiers of the day, who were thoroug^hly well acquainted 
with the facts and reasonings upon which our present system of 
Coinage was founded, had pointed out that an attempt to restore 
Binuitalisin, wIkui the value of silver had only fallen five per 
cent., would bring about a national bankruptcy in twenty-four 
hours, and the motion was negatived without a division — after 
every Coverninent in Europe in tardy recognition of the true 
prineiF-h‘S of Economics as proved by the experience of ages and 
tlie unanswerable arguments of Oresme, (.^opernicus, Gresham, 
Loc.ke, liord Liv(T[)ool and others, have oneafter another repudiated 
BimelMilisni and adopted a single standard — the question had 
been limilly settled and that it was proved to demonstration that 
Bimetal ism is iiotliing but an exploded fallacy, utterly impracti- 
cable from the very nature of things 

Nev(‘i’theless it is not so. The undeniable disturbances of 
commerce caused by the very serious fall in the value of silver in 
recent years, whicdi wo are by no means assured has yet reached 
its limit, has re-o])ened the whole question, and , the world, and 
especially this country, is now being flooded with torrents of 
declamation to restore what has been proved by the experience 
of ag(‘s in every country to be absolutely impQSsible 

We are not. concerned here to state the causes which have,, 
produced tlie jxmvirkable change in the relative value of gold 
and silver, the most serious and sudden which has ever taken 
place, as its causes are ])erfectly well known : we are 'only con- 
cerned wdth the remedy proposed by a iiumeroiis set of persons 

Sole Point at Issue 

S. Notwithstanding the toiTcnts of speaking and writing 
which have been poured forth on tlic subject, the whole question 
is reducible to a single simple issue — 

Suppose that Governments issue Gold Coin and Silver Coin 
in unlimited quantities, and endeavor to establish a fixed ratio 
between them by law — • 

(I) Is it the legal ratio fixed between the Coin^s which 
governs the value of the metals in Bullion in the market ? 
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(2) Or is it tlie market value of the metals in Bullion which 
governs the value of the coins ? 

(B) And if each Government separately cannot, under such ‘ 
circumstances, maintain unlimited quantities of Coin in cii'ciila- 
tion at a fixed ratio — can all the Governments in the world 
maintain unlimited quantities of Coin in circulation if they 
agree to enact a uniform ratio ? 

The Bimetalists maintain the first of these propositions — 
the Monometalists maintain the second. To the third proposi- 
tion the Bimetalists reply in the ailirmative : the Monoinctalists 
reply in the negative 

Our business is to investigate which of the parties is right in 
their contention 

As the representative of the Bi metalists we may cite Senator 
Stewart, of Nevada, who says that “ the free and unlimited 
coinage of both Gold and Silver has always maintained the parity 
of two metals at the ratio established by law ” 

The reckless 'audacity of such a statement is enough to take 
away one’s breath : because the experience of centuries in every 
country in Eu^'ope, and the rudimentary Laws of Economics 
show that it is the exact reverse of this statement which is tho 
truth 


Oresme and Copernicus on Money 

3 . Tiie Theory of Money was the first great department of 
Economics which was established in modern times on solid founda- 
tions by Nicolas Oresme, councillor to Charles V. of France, 
and Bishop of Lisieux, and Copernicus 

It has been shown in the preceding chapter that the Sovereign 
can only fix the weight, the purity, and the denomination of the 
Coin : but cannot fix its Value, its power of purchasing or 
exchanging with other commodities : and that when traders sell 
their goods for coin they do so for a certain quantity of Bullion, 
no matter into how many pieces it may be divided. So that if 
Sovereigns diminish the weight of their coin, or debase its purity, 
traders invariably raise the price of their goods so as to secure a 
certain a*mount of pure Bullion. Coins are nothing but piewes of 
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stamped Bullion, and their -value can by no possibility differ 
from the value of Bullion by more than the cost of changing the 
metal from the forin^of Bullion to that of Coin : they are nothing 
but commodities which simply follow the value of Bullion 

Bimolalism in France 

4 . Cliarlemagne established the system of Coinage which 
was adopted throughout Western Europe. He enacted that the 
pounf>' weight of Silver should be the standard, and divided it 
into 20 soJidi,, or shillings, and each solidus into 12 denarii, or 
pennies. Hence 20 solidi Avere called a Pound, no matter Avhat 
the weight of each solidus was. But the solidus was merely money 
of account : the only actual coin was the denarius, or penny 
The Kings of France maintained the purity and weight of 
the Coinage till 1108, when Louis VI. issued a very debased 
Coinage, half copper and half silver : Avhich made such terrible 
confusion that he was obliged to promise that he would not 
debase it any further 

Louis VI. issued a Cold coinage called the frmc d'or in 1113. 
The pound weight of gold was cut into 20 of these pieces, whiph 
Avas its Mint Price : and as the Mint Price of Silver then was 
£2, it follows that the ratio of Silver to CoVl Avas then 1 to 10. 
The/my?c d\}r continued at that weight till 1305, when the Mint 
Price of gold was raised to £14, and after that the changes both 
of Cold and Silver Avere so frequent till 172G, that it is impossible 
to give them here at full length : but we have done so dsewhere.^ 
St. Louis (122G) restored the Coinage to a certain degree of 
purity and fixity of weight, and when the following kings pro- 
duced the greatest misery and confusion by debasing their money 
it Avas ahvays the standard of St. Eouis that was demanded. But 
they never could refrain from debasing their coin, under the 
delusion that their fiat could make debased coin have the same 
value as good coin. Philip le Bel (1285) had the honor.of being 
singled out by Dante as a false coiner — 

“ Li si vedra il duol che sopra Senna 
Induce, falseggiando la moneta ” 

^ Dictionary of Political Economy, Art. Coinage of France, p. 509 
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“ There shall be seen the woe that he shall pour 
Along the Seine by uttering* coin debased ” 

And so subsequent kings continued to do, causing terrible * 
distress and seditions, ruining the merchants and driving away 
trade from the country. Not only did the kings debase the 
coinage ad libitum^ but they repeatedly changed the Mint Price 
of Gold and Silver. In twelve years from 1340 to 1357 the Mint 
Price of the gold florin was changed 118 times 

Charles V. (1304) from his experience as Dauphin during the 
disastrous wars and captivity of his father, had learnt tl^t the 
debasement of the coinage had greatly impoverislied France, and 
had contributed to the political troubles which had so cruelly torn 
the country. The wise king having greatly at heart to repair the 
evils, and restore his country to its ancient grandeur, paid the 
greatest attention to the state of the (Coinage. H(i referred the 
matter to one of his councillors, Nicolas Oresme, afterwards 
Bishop of Lisieux, who wrote a Treatise on the Coinage^ which 
may justly be said to stand at the head of modern J'lconomic 
literature. This contains a masterly account of the true functions 
of Money, and, condemns in the most energetic language all 
changes in the weight, rating, and tlie purity of the Coinage 
After his reign, however, these evil practices were resumed, 
and continued to fipurish in all countries in Europe : they were 
carried to less extremes in England than in any otlier country. 
They were called morbus numericus. They prevailed in Poland 
• as well as in other countries. At the request of Sigismund I., 
Copernicufl drew up, in 1526, a Treatise on Money, whicli has 
recently been discovered and printed in the new edition of his 
works. The doctrines of Oresme and Copernicus have been 
repeated by numer,ous Economists since, and are now accepted by 
all sound Economists ; so thatst may be said that the Tlieory of 
the Coinage was the lirst great branch of Economics wliich was 
firmly established in modern times 

As this noble Treatise is the ablest Economical work which 
appeared'in Europe for centuries, and is the foundation of the 
true Theory of Money, and moreover is very little known, we may 
give a brief analysis of it 

Nicolas . Oresme, one of the most distinguished men whom 
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France produced in Uie fourteenth century, was a native of 
Normandy, born cither at Caen or Jhayeux. lie was’ educated at 
the Colle^^e de Navarre, and in 1355 was elected its Grand 
Maitre. lie was appointed Count Bishop of Lisieux in 1377, 
and died in 1383 

lie was a])pointed by Charles V., justly surnarned the Wise, 
one of iiis Councidors. Chaidcs Y. was profoundly impressed, 
when Dauphin and Re^i^ent during the captivity of his father, 
with the friglitful evils inflicted on his unhappy country by the 
degrailed and de])ased state of the Coinage, and referred the 
matter to Nicolas Oresine, who, in answer to the appeal of his 
sovereign, produced his great Trciictie de la inemih e InvenHon des 
in chapters^ 

OreMue hegiiis by explaining the nature and uses of money. 
He shows that nations at first used to barter their products 
directly with each other. But as great inconveniences and 
quarrels arose from this, money was invented to serve as a medium 
to facilitate the exchanges of products. lie shdws that gold and 
silver wore selected for this purpose from the natural qualities* 
they possess. At first gold and silver were excht^nged by weight 
without any stamp, but it was afterwards found more convenient 
to cut the metal into })ieces of a definite weight and fineness, and 
to impress them with a stamp to certify jto the public tffat 
they were of tliis fixed weight and fineness. As these pieces^ 
of metal, called ^oius, were for the use of the public, private 
persons were not allowed to stamp them : but this waa • 
reserved for the public authority, and therefore such coins could 
only be issued by the Prince, who should forbid any private 
person to do so under pain of death. But though the Prince 
should coin and issue this money, it did not hejong to him as hi» 
private property, but to the whole community. And as the 
money belongs to the whole community it ought to be struck and 
issued at the public expense, with a small charge for seignorage. 
Nor should any change be made in the weight, fineness, or 
denomination of the coinage 

At this period and for centuries afterwards. Coins were' issued. 

1 It was republished by MM. GuUlaumin et Cie., along with the^Treatise of 
Coperhicus, VariSy 1864 
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at a fixed legal ratio to each other, which at the pn^soiit day is 
called Bimetalisiii. Oresrae did not then perceive the impossi- 
bility of maintaining such a system. But he showed that such a 
ratio ought to be fixed strictly ficcording to the natural, or market, 
value of gold and silver : and the ratio should not be changed 
except ill consequence of a change in the market value of the 
metals. But this change must not be made by the arbitrary will 
of the Prince : because if he had the right to bestow an arbitrary 
price or value on money he might as well claim to fix the price or 
value of all the products iu the kingdom : which would ha an 
intolerable tyranny, and subject to the maledictions quoted by our 
Lord from Isaiah on those who make unjust laws 

Thus we see that Oresme expressly lays down that the legal 
ratio of the Coins must be adjusted to the natural, or market, 
value of the metals, and he never conceived such a fatuous idea as 
that fixing the ratio of the coins could regulate or govern the 
market value of the metals, as so many persons maintain at the 
present day 

Oresme then inveighs against changing the denomination of 
the Coins, which he says is just the same thing as changing their 
ratio: and he says it would be a great scandal and falsity to call a 
thiflg a pound which is nut a pound 

^^0 alter the weight of the coin is utterly unjust and dis- 
graceful to the Prince, because his image is impressed upon it 
expressly to cei’tify its weight and fineness, amj if it does not 
correspond to the reality it is a base falsity and a fraudulent 
cheat. Me9.siires of corn, wine, and other things are sealed with 
the public seal of the Prince, and if any fraud is committed in 
these it is held to be infamous : similarly the stamp impressed on 
the coin certifies the truth of its measure, weight, and purity, who 
then can sufficiently express how detestable it is in a Prince to 
diminish the weight of the coin ? Such a thing is condemned in 
numerous places by our Lord, and in Deuteronomy such things 
are said to be held in abomination by God 

To debase the Coin is equally wicked as to diminish its weight, 
for it falsifies the stamp, which thus becomes a liar and commits 
perjury, and bears false testimony. And this falsification is even 
worse than*diminishing the weight, because it is less easily detected 
VOL. II., paht 1 K 
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by the people, and can injure them still more. The sole purpose 
which a Prince can have in changing the weight, purity, or 
denomination of the coin is liis own private profit. But all such 
gain is evil and unjust, and is fraud and falsity, and against 
nature. It is even worse than usury, which was then held to be a 
theological sin of the first magnitude 

Moreover, in consequence of these changes and debasements of 
the coin, gold and silver diminish in the Kingdom, and nothing- 
can prevent them from being exported to other places where 
theythave a higher value. So also by changes and debasements of 
the money foreign mercliants cease to bring their goods into the 
country, for whai chiefly induces a merchant to imi)orthis wealth 
into a country is good and certain money. Such tamperings 
with the money throw all cominerce into confusion, and destroy 
all confidence 

Such is a sufficient account of Oresme’s argument ; for it at 
once cont]-adicts the assertions of the Bi metalists, and expressly 
says that any ebange in tin? legal ratio of thC- coins must follow 
the changes in the market value of the metals. lie gives no 
countenance to the idea, that a iixed legal ratio J)etw(‘en the coins 
can control the market value of the metals. Moreover, he 
anticipated by 200 years wiiat we have designated as the Law 
of (h-esham, that the degradation and debasenumt of the coin 
causes gold and silver to disappear from circulation. But he did 
not anticipate tl]^; doctrine of Locke, that money of a single metal 
should b(j adopted as the standard, and that all others sliould be, 
made subsidiary , 

The treatise of Oresme was written a hundred years before 
printing became general, and was merely drawn up for the con- 
sideration of Charles the Wise, and consequently did not get 
into general circulation and bccotne known. It was not known 
to Copernicus when the same problem was submitted to liim. 
But Copernicus developes exactly the same principles, which it is 
not necessary to set forth at so great a length 

Copernicus on Money 

Nicolas Copernicus, the founder of modern astronomy, and 
one* of the founders of a most important branch of Economics 



§ 4 ] 


COrERNICUS ON MONP^Y 


429 


was born at Thorn, in Polish Prussia, in 1473. He early acquired 
great distinction in Mathematics, which he studied under the 
most distinguished Professors of the day. lie was appointed a 
Canon of Frauen berg about^ 1500 * 

In 1522 Copernicus came under the notice of Sigisnuind I., 
King of Poland, of which Prussia then formed a part, by being 
sent to the Prussian States to seek redress for an injury which 
the Grands 3taUresoi the Teutonic Order had done to tlieClnipter 
of Warmio, of whicli lie was a member, as Canon of Frauenberg. 
Besides that, ever since the peace of Thorn in I IGO, the Gmnds 
Maitres had inflicted the greatest injury on the public by d(?basing 
their money. The cities of Thorn, H’Elbing and Dantzig, 
imitated their example, and outvied each otlier in similar pracitices. 

Sigisrniind wished to put an end to this disorder, and to 
assimilate the money of Prussia with that of the rest of Poland. 
^Sigismund found a zealous sujjporter in Ctipernicus, who knew 
that the debased money had driven out the good money, which 
was either melted down or exjiortcd 

Albert of Eraiidcnberg liad coined money witli only 1 part 
pure silver and H parts of alloy : whereas the former pi’oportion 
had been D parts flue and 3 parts alloy 

Copernicus used all his elforts to have the Prussian money 
restored to its proper weight and parity ; but lie only (excited 
against himself the hostility of the representatives of Thorn, 
(fElbing and Daiitzig, who claimed the riglit,to debase their 
money 

At the r^jquest of Sigisraiiiid Copernicus drew up this masterly 
Treatise, entitled Moneku^ ciulendtt ratio, in 1520, and Sigismund 
carried out its recommendations in 1528 

This Treatise in, the handwriting of Copernicus is pi’cserved 
in the archives of Koenigsberg. * It was discovered in 1815 hy 
Severiu Yater, Professor of Koenigsberg, bound up in a volume 
with several treatises on Prussian money. It was published in 
the Pamktnik Warszawski {Memorial of Warsaiv) in the number 
• for August*, 1816 : and it has been included in the maguifleent 
edition of the works of Copernicus published at AVarsaw in 1851. 

Although Copernicus had no knowledge of the treatise of 
Oresme, written 160 years before his own, it will be seen thatCio 
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doctrines miiintaiiied in it are identical in eyeiy particular with 
those of Oresine : and thus Oresme and Copernicus — 
sidora — are the Casjor and Pollux of Monetary Science 

Copernicus says that the four principal causes of the decadence 
of States are civil discord, pestilence, the barrenness of the landy 
and the debasement of the Coin 

Gold or Silver impressed with a stamp are the common 
measure of value : but this measure ouglit always to be fixed by 
established law : otherwise it ])rini»\s disorder into tlie State : just 
as if the measures of length, capacity, and weight were not fixed 
quantities 

This estimation is based on the purity of the metal, but its 
value must be distinguished from its estimation 

The use of money arises from necessity. Exchanges might 
bo ellecjted by weighing out the gold or silver : as these metals 
by universal consent are- articles of value: but it would be very 
inconvenient to carry scales and weights about with one, and all 
persons arc not able to perceive the purity of the gold and silver. 
So it is universally agreed to stamp the pieces, by authority, to 
certify that they contain the proper quantity of gold and silver 

It is usual to alloy tlie money with copper, because it is less 
liable to be hoarded and melted down, tli^in if it was of pure 
metal : it makes the coins of a more convenient size and more 
durable • 

The money is in its best condition when it contains slightly* 
less gold or silver than it is purchased for, in order t# defray the 
expense of coining 

Copernicus then describes the causes of the loss of value in 
money. It is not proper to introduce new and good money while 
the old is degraded and contiifues to circulate ; and it is still 
worse to issue a new money still more inferior. This not only 
diminishes the value of the old money, hut quickly drives it out of 
circulalion 

Copernicus then gives details of the Prussian money, anc 
shows the consequences which the debasement of the coin hac 
produced. He says that the money was being continual!; 
degraded, and it also degraded the existing money. The resiil 
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will be that all (lold and Silver will leave the country, and 
nothing but copper will remain : which will arrest the import of 
foreign merchandise, and ruin all commerce. What foreign 
mercliant would exchange his wares for copper money ? and 
which of us could buy foreign goods with such money ? So long 
as the Prussian money is so degraded only the goldsmiths and 
bullion dealers can profit by it. They cull out the pieces of the old 
money, which they melt down and sell the silver. When tlie old 
coin has nearly disappeared, they pick out the best of what 
remains, leaving nothing in circulation but the worst coin. Then 
comes the universal cry that gold and silver, corn, and all other 
provisions, the work of artisans, and all other things which are in 
daily demand by men have risen in price. Our iudolcuc;.*. only 
prevents us from seeing that this rise in the price of everything 
only proceeds from the debasement of the money. In lact tlujir 
price increases and diminishes in pro[)ortion as the mont‘y which 
we estimate, not in brass or copper, but in gold and silver, is 
deteriorated or ref toned : because gold and silver constitute the 
basis of money, and determine its value 

It may be sa^d that base money is more convenient for the 
purposes of life: it aids poverty: it lowers the price of corn: 
and* facilitates the acquisition of otlier necessaries : good money 
on the contrary makes everything dearer : but good money makes 
every thing dearer for larmers, and all those who have to make 
fixed payments. This idea will please tiiose wjio are deprived 
of the right to coin money. Perhaps also it will please merchants 
and artisans, who incur no loss in selling their goods and their 
products, no matter what is the price of gold. Pur the more tlie 
money is debased, the more they charge for their goods and 
labor. But in regayd to the public utility, tliey cannot deny that 
good money is advantageous, not only to the Htate, hut to llieiu- 
selves, and to all conditions of men ; and that debased money is 
most injurious. In fact, we see that tliose States which possess 
good money flourish, whereas those which have dehas(‘d money 
decay and 'perish. While Prussia had good money it flour islied, 
but the increasing debasement of the coin has, with otlier calami- 
ties, nearly brought it to ruin 

If it is intended to remedy the evils to I'russia by restoPing 
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the money, it is necessary to put down the confusion which arises 
from the multiplicity of mints. That prevents equality of value : 
and it is more diftigult to keep a number of mints to their duty 
than one. And the money must be coined in conformity to fixed 
law. Princes have no rij^ht to derive any profit from their 
coinaoe : they must only add sufficient alloy to defray the cost of 
minta<;’e : that it may make the coin slightly more valuable than 
bullion, and take away the temptation of melting it down 

Pesides this, in order not to fall into the confusion which 
arises Irom allowing the new money to circulate together, it is 
necessaiy as soon as the new money is issued to demonetise the 
old, and totally to forbid its use, after exchanging it at the mints 
at its market value. Otherwise it is useless to attempt to issue 
good money. The co-existence of the two moneys would destroy 
all the advantage of tlie new, and we should still have all our 
present eonfiisioii. It would cause inextricable confusion to have 
the two moneys circulating together. It is necessary, therefore, 
when new money is issued entirely to demonetise the old 

It has been said that gold and silver are the basis which 
determines the value of the money. Tlie reim«’ks made respect- 
ing the silver money also apply to gold. It remains to explain 
the mode by which the relation of gold and silver money is 
determined. It is first necessary to ascertain the relation between 
pure gold and pure silver. Beraim the mme ratio exists hetiveqi 
gold and silver when 'pure as tvhen coined. The same ratio exists 
between gold in bullion and gold in coin as between silver ifi 
bullion and silver in coin, provided they are of thefsame purity 
and the same weight. And the coins must have the same ratio to 
each other as the metals hare as bullion. Copernicus then gives 
some details of the relative purity of certawi moneys. He says 
that at that time in all countries one pound of pure gold was 
worth twelve pounds of pure silver 

Copernicus wrote his treatise entirely without the, knowledge 
of the preceding one of Oresme. But the doctrines maintained * 
by these two great writers are absolutely identical. Th^ are — 

1 . That it is impossible for the Prince, or the Law^to regulate 
the* value of the Coins ; or of any other article^ 
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2. That all that the Prince or the Law can do is to maintain 
the Coinage at a fixed denomination, weight, and purity 

3. That it is robbery for the Prince to change the denomi- 
nation, diminish the weight, or to debase* the purity of the 
Coinage 

4. That it is impossible for good full iveighted Coin, and 
for degraded and debased Coin to circulate together : but that all 
the good Coin is hoarded, melted down, or exported : and the 
degraded and debased Coin alone remains in circulation 

Thus these great writers fully recognised and anticipated 
what we have termed the I^aw of Gresham 

5. That the Coins of Gold and Silver must bear the same 
ratio to each other as the metals in bullion do in the market : 
and that tliis ratio must never be changed except in consequence 
of a change in the market ratio of the metals. They quite per- 
ceived the impossibility of keeping Gold and Silver Coins in 
circulation together in unlimited quantities, at a legal ratio 
diffel’ing from thk market ratio of the metals 

Thus the doctrines laid down by Oresme and Copernicus are 
in diametrical cgntradiction to the allegations of the Bimetalists 
of the present day 

* It was left to the genius of Petty and Locke to discover that 
the true remedy for the perpetual confusion caused by attempting 
^to keep Gold and Silver Coins in unlimited quantities in circula- 
tion together at a legal ratio dilTering from the# market ratio was 
• to adopt one metal only as the standard, and to make Coins of 
any other metals subsidiary to it 

The sage counsels of Oresme were utterly disregarded by 
monarchs subsequent to Charles the AVise. They persisted in 
their old courses of degrading aigd debasing the Coins, and making 
perpetual changes in their Mint Prices, i.e., in the number of the 
Coins which they struck out of the marcs of Gold and Silver. 
Moreover, they changed the rating of these Coins to each other as 
often as 'they pleased. AYhen they had debts to pny they cried 
the Coin up, when they had debts to receive they cried the Coin 
down. In our present space w^e have no room to enter into more 
details : •but we have given them elsewhere.^ These miserable 

^Dietiondry of Political Economy, Art. Coinage of France. 
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practices were at last put a stop to in 1726: and no further 
changes were made in tlie Mint Price of the Coins till 1793, when 
the decimal system was adopted. But between 1113 and 1726 
there were 146 changes in the Mint Price of the marc of Gold, 
and 251 changes in the Mint Price of the marc of Silver. Such 
is the picture of Bimotalism in France during 613 years 

At last, however, in 1726, the Mint Price of the marc of Gold 
was fixed at £740 O.s*. H/., and the Mint Price of the marc of 
Silver at £51 3.s-. : and the Ratio of Gold to Silver was fixed 

at 1 to 14i. But in this ratio the value of Silver was fixed too 
high, and the Law pointed out by Oresme, Copernicus and 
Gresham took effect, the Gold was exported and Silver became 
the usual standard of France. In 1803 the ratio was changed 
1 to 15.\, at which it nominally continues to the present day 

The period between 1803 and 1873 is cited by Bimetalists as 
the golden age of Bitnetalism. But if they imagine that there 
was during that period a general circulation of Gold and Sih’er 
('Oins ill unlimited cpiantities, they are under a \Voful delusion 

The French liberating armies pillaged not only all the Sanc- 
tuaries in France of th(;ir vast massijs of silver pl^te, but also all 
the treasuries and sanctuaries of the , countries they came to 
liberate. Immense (juantities of silver plate were sent to tlie 
Mint to be coined : the consequence was that while the legal ratio 
of silver to gold was 15), to 1, the market ratio became 17 to 1.^ 
No gold coin, thei^pfore, got into general circulation. During the 
period from 1803 to 1820 there was for 11 years a premium on 
gold, sometimes as much as 3 per cent,, which of course. prevented 
gold coming into general circulation. But after 1820 the pre- 
mium on gold rose very considerably, and between 1820 and 1847 
it was usually on an average about 8 or 10 frames per mille, but 
in many years 18, 19, 20, and 21 francs, which of course utterly 
precluded any gold getting into circulation. I myself can testify 
that in 1839 there was not to be seen a gold coin in France in 
common use 

But in 1851 a great change took place. The gold discoveries 
in California and Australia caused floods of gold to be inrported 
into Europe, and in 1851 silver rose to a premium : then the 
money in common use changed from silver to gold. I was 
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residing in a seaport town in 1857, and every steamer which came 
in was loaded with casks of Scotch whisky going to he trans- 
muted into French brandy, and every steamer that went out had 
its decks piled with bags of silver live franc pieces. The same 
was true at every other seaport. ^Silver departed from France in 
floods. Every steamer and every diligence that left France 
carried away loads of these five franc pieces. At last the scarcity 
of silver became so great that it was found necessary to coin 
these pestilent five franc pieces in gold 

Tile reverse phenomenon began again in ISO?. Tho first 
flood of gold having somewliat subsided, gold again rose to a pre- 
mium, and silver displaced gold in circulation 

Silver had thus begun to fall in value in 18(57, and after the 
war of 1870-71, Germany being for the first time unified, a great 
reform of the Coinage was carried into efieet. As was natural, a 
single gold standard was adopted for the Geriujin Empire, and 
the general system of Coinuge was modelled on that of England, 
which had proved* so successful. (Vmsidcrable (piantitiesof silver 
were sold off to purchase gold, and this gave a further jog to the 
fall of silver. Ajb last, in 1874-, things became so serious that the 
Government was obliged to close the mints to the free coinage of 
silver, and thus the Bimetallic theory exploded 

Bimetalists arc in the liabit of attributing the disrupt ion of 
their fantastic dream to tho closing of the French mints in 1874. 
*Rut such an idea is a delusion. The French mints were closed 
•because it was impossible to maintain Biinetalism. And even 
if they had not done so then, they would have been compelled by 
necessity to do so very soon afterwards. Because that sudden and 
terrific downward plunge of silver, which is entirely unexampled 
in the history of ,the precious metals, began 'Soon after 1874. 
The ratio of silver to gold alf the present day is as 1 to ^>5, 
and tliere is no certainty that it may not go mu(;h lo.wer still. 
The Bank of France has an immense stock of silver wlii(4i lias 
the nominal value of about £5(),00(j,0(H) sterling. But liow does 
it bear this nominal value ? Because it was originally valued at 
lOiv to*l as to gold: and it is only maintained at this nominal 
value by rigorously closing the mints to the coinage of silver. 
If the i^'ench Government were to open the mints to the* free 
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coinage of silver at its present price, this immense stock of silver 
would at once lose about £28,000,000 of its nominal value. If 
Bimetalists think that the French Government will yield to their 
clamour, and give effect to their impracticable fad, they arc 
utterly beyond the reach of sane argument 6^*2, * 

Bimetalism in England and India 

6 . As in all the rest of Western Europe, the Monetary Unit 
in England in the days of William I. was the pound weight of 
Silver divided into 210 pennies. Except during the turbulent 
reign of Stephen, the Kings of England did not degrade or 
debase their Coins. But immense numbers of false coiners 
sprang uj), and notwithstanding the severest penalties of mutila- 
tion denounced against them, it was found impossible to suppress 
them. Moreover, large quantities of base money were imported 
from abroad 

But during all that time the money was merely hammered, so 
that it left an irregular edge. This produced * great clipping of 
the coin. In 1205 John issued a proclamation suppressing the 
clii)ped coin. All that wanted more than 2s. in. the pound 
was declared to be illegal and withdrawn from circulation. In 
order to test the Coin, legal weights were supplied at the Mint 'to 
all who applied for them. If any clipped coins were found in 
the possession of any one they were to be bored through, and the^^ 
owner was to be t/’eated as a thief, and forfeit his goods to the 
King. The same disturbances of the Coinage continued during •> 
the reign of Henry III. In 1257, in the 41st year of his reign, 
he issued a Gold Coinage, but the merchants refused to receive 
it, and it was withdrawn 

In this troubled reign the Coinage was clipped down to half 
its weight ; prices rose in proj:Ajrtion, and foreign merchants 
refused tg trade. But up to this time the Kings of England had 
not supposed that they had any right to coin more than 240 
pennies out of the pound weight of silver, and yet to call the 
diminished Coins by the same name 

That great sovereign Edward I. was the first to begin the 
evil practice of debasing the Coin. In 1300, the 28th year of 
his rbign, he coined the pound weight of silver into 243 pennies 
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The same disturbances of the Coin continued through the 
reign of Edward II., and repeated proclamations were issued 
against the importation of base money from abroad 

Edward III. found the Coinage in a dreadful state from the 
feeble and incapable reign of his father, and it was one of the first 
abuses he was called on to remedy. In 13r>l tlie state of the 
Coinage was brought before Parliament, and a Committee was 
appointed to devise a remedy. The exportation of good money 
was forbidden on pain of death : and it was forbidden to melt it 
down on pain of forfeiture. But all these penalties were ineffec- 
tual. The financiers of that age had not discovered the great 
fundamental law of the Coinage, afterwards revealed by Oresme, 
Copernicus and Gresham, that good and bad money cannot circu- 
late together: but that bad money always drives out good 
money 

This constant corruption and debasement of the Coins 
repeatedly attracted the attention of Parliament, and they made 
useless and ineffectual laws to prevent the exportation of good 
money and the importation of bad money : denouncing merciless 
penalties on offenders, and offering rewards to informei’S 

In 1343, in consequence of the chronic clipping and debase- 
naent of the Coins, Parliament called in the advice of certain 
merchants, goldsmiths, and inoiieyers, who were charged to devise 
^ means to prevent tlic exportation of good money and the importa- 
tion of base money. On their advice a Statiit'^ respecting Silver 
Coin was passed, but as they had not discovered the great master 
secret of Mie question, it was wholly ineffectual 

In 1344 it was resolved to coin Gold money, and thus 
Bimetalism was established in this country, and for 470 years the 
futile attempt was» made to keep gold and silver coins in unlimited 
quantities in circulation together at a fixed legal ratio 

There is no use in giving further details of this hopeless 
struggle. It may be supposed that it is only in recent times that 
Parliament has been pestered with these wearisome Currency 
debates. But this is very far from being so. For five centuries 
they were constantly recurring 

Heny VIII. was the first not only to diminish the weight of 
the Coin, but to debase their purity, which gave rise to* great 
public distress and repeated complaints 
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In the rei^n of Edward VI. tlie Coinage was still further 
degraded and debased. That straightforward preacher, Latimer, 
vehemently denounced tliese abominable practices, which gave 
his enemies excuse to charge him with disloyalty, which he 
ingeniously turned off by showing that the prophet Isaiah had 
done exactly the same thing, and had denounced the bad silver of 
Jerusalem, lie said — “ I chaunced in my last sermon to speake 
a inery word of the new sliillyng (to refresh my auditorie), how I 
was lyke to put away my new shillyng for an olde groat. I was 
herein noted to speak seditiously. Yet I can comfort myself in 
one thing, that I am not alone, and that I have a fellow — a com- 
panion of sedition — and wot ye who is my fellow ? Esay the 
prophet. I speak but of a little preaty shillyng, but he speaketh 
to Hierusalem after another sort, and was so bolde as to meddle 
with their coine. Thou proud, thou conetous, thou hantie citie 
of Hierusalem ! Arficmkim tiium versmn est m scoriam. Thy 
silv(‘r is turned into what i — into testoons ? Scot lam ^ into dross. 
All ! seditious wretch, what had he to do with tlfe minte ? Why 
should he not have left that matter to some master of policie to 
reprove ? Thy silver is drosse, it is not fine, it is counterfeite : 
thy silver is turned, thou haddest good silver. Wliat pertained 
that to Esay? Mary he espied a piece of divinitie in that polysie, 
he threateueth them with (lod’s vengeance for it. ... He 
imputeth it to them as a great crime, lie may be called a 
master of sedition Jndeede. Was not this a seditious harlot to 
tell them this to their beardes ? to their face ? ” 

At last the public confusion was so intolerable® that the 
Council of Edward VI. saw that it was indispensable to bring the 
coin back to its old standard. The measures for the complete 
restoration of the Coinage were nearly completed when the sickly 
boy died. Mary on her accession fn 155:1 found the reformation 
of the coin nearly completed, and resolved to take advantage of 
the popularity attending it, at the same time intending to debase 
it by her Mint indentures. During this short reign the usual 
proi^lainations were issued against importing counterfeit and base 
coin from abroad, and exporting good coin ; and the usual* com^ 
plaints were made that persons both native and foreign^ bought 
up th5 gold coin at higher rates than the legal one, and melted 
them down and exported them 
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During all this long period good coin had been constantly 
issued from the Mint, but no measures had been taken to 
demonetise and withdraw from circulation the clipped, degraded, 
and debased coin, as Copernicus pointed out' was indispensable to 
be done. But tlie statesmen and financiers of the day were 
utterly perplexed at the extraordinary disappearance of tlic good 
coin. They seemed to think that the people were inspired by 
the Evil One to prefer the degraded and base coin, and to reject 
the good coin. They had no Oresme or Copernicus to explain to 
tliein tliat it was an assured law of nature that bad coin always 
drives good coin out of circulation 

No sooner had Elizabeth acceded to the throne than she 
turned her attention to complete the great reform of the Coinage 
begun by her brother, being moved tliereto by the illustrious 
Gresham, who for the first time in this country pointed out to 
her that good and bad coin cannot circulate together. The fact 
was only too familiar by the experience of centuries, but no one 
in this country had previously discerned tlie necessary relation 
between these facts before Gresham. He addressed a letter to 
the Queen, explaining that the debasement of the Coin by 
Henry VII 1. was the Cause of the disappearance of all the good 
Coin. Thus, for the first time in this country, ho showed that 
the two facts were necesvsarily related as Cause and Effect. In 
1858 we suggested that this great fundamental Law of the 
Coinage should be known by the name of (L;esham’8 Law, and 
this has now been universally adopted. But at tliat time we 
were not aware that this great Law had been demonstrated by 
Oresme 1G2 years, and by Copernicus M2 years previously, as 
their treatises were not published for popular circulation till 
1864. Nor is thej’c any reason to suppose that Gresham had any 
knowledge of these treatises, ‘as tliey were merely memorials 
drawn up for the information of their respective sovereigns, and 
did not get into general cii’culation. These three illustrious men 
were, therefore, independent discoverers, and therefore the Law 
ought to be named the Law^ of Oresme, Copernicus and Gresham. 

In“ 1696 this Law had become common knowledge. In a 
pamphlet of that year it is stated thus* — 

Heyhj to the Defence of the BanJe^ setting forth the unreasonahlehess of 
their slow payments. London, 1696 
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“ When two sorts of Coin are current in the same nation of 
like value hy denomination hut not intrinsically [«.<?., in market 
value] that which has the least value will he current, and the 
other as much as pohible unit he hoarded f or melted down, or 
exported, we may add 

Tins ,i>reat fundamental Law of the Coinage is found to be 
universally true in all ages and countries, and was henceforth 
recognised and acknowledged in all subsequent discussions on the 
Coinage 

It applies in the following cases — 

1 . If the Coinage consists only of a single metal, as in the early 
Coinage of li^ngland, and clipped, degraded, and debased Coins 
are allowed to circulate, with good Coin, all the good Coin dis- 
ap])ears from circulation. It is either hoarded, or melted down, 
or it is ex[)orted : all laws are inelTectual to prevent this : and the 
clip]i)ed, degi'aded and debased Coin alone remains current 

If Coins of two kinds of metal, such as Gold and Silver, 
are allowed to circulate together in unlimited quantities, and if a 
legal ratio is attempted to be enforced between thg;m which differs 
from their natural value in the market of the world, the Coin 
wiiich is underrated disappears from circulation: it is either 
hoarded, or meltc'd down, or exported : and the Coin which is 
overrated alone r<.*mains current 

ij. And, as 51 i^ecess5iry corollary, it follows tluit it is impossible 
to esUiblish and maintain a fixed Par of Excimnge between 
countries which use different metals as their Standard Coin 

Til is Law is not confined to single and separate countiles : it 
is not limited, in Time or Spiice : it is absolutely universal : and 
it is equally impossible for the whole world to piaintain Coins of 
two or more metals in circnlationf in unlimited quantities, at a 
fixed legal ratio, which differs from the natural or market value of 
the metals, as it is for single aud separate countries to do so 

The explanation of this problem, which was such an*inscrat- 
able mystery to statesmen and financiers for so many ages, is 
extremely simple. If shillings are allowed to circulate together, 
some ef which are worth twelve pence and others only ninepence, 
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and every one is allowed to pay their debts in whichever of the 
coins they please, naturally they will pay their debts with the 
shillings worth nine pence, and keep the shillings worth twelve 
pence in their pockets : or if the shillings' worth twelve pence 
have no more value than the shillings worth nine pence, bullion 
dealers will collect all they can, and either melt them down into 
bullion, in which form they have more value, or export them to 
foreign markets, where they have their full value, ft is exactly 
the same in all other cases where persons are allowed to pay tlieir 
debts in things which have nominally the same value, but in 
reality have dift'erent values. When persons arc allowed to pay 
their rents in kind, they naturally select the worst ])ortions of th(‘, 
produce to pay to tlieir landlords, and keep the best portions for 
themselves. If persons received an order for so many yards of 
cloth, and the law allowed two dilTereiit yard measures to be 
used, one of three feet and the other of two feet, mercdiants would 
naturally fulfil the orders in yards of two feet rather than in yards 
of three. It is only natural that all persons should pay their 
debts in the cheapest form to themselves. 8o if tlie law allows 
debtors to pay their debts ecpially in (bins of dillerent metals, 
which are ratci equally in law, but whoso values dilFer in the 
markets of the world, they will naturally pay their debts in the 
Coin which is rated too highly, and keep the Coins which are 
rated too low at home. Thus inevitably the Coin wliich is rated 
•"below its natural or market value disappears fro^n circulation, and 
^ the one which is rated beyond its natural or market value alone 
remains current. And this is true whether the whole world does 
so, or only single and separate countries. If then the whole 
world were to agree to rate a Coin below its market value it 
would entirely disappear from circulation : for the wlndc world 
can no more by universal agreement make i) c(pial to 12 than any 
separate country can 

For the very same reason it is impossible to maintain a fixed 
rate of Exchange between countries which use different metals as 
their standard Coins, because Coins are only received in foreign 
countries according to the market value of the quantity of 
bullion they contain, and as the value of the metals is constantly 
changing’in the market, the value of the Coins must equa)ly do 
so too 
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Wo need not give farther details of the Coinage after this 
date. It continued to be subject to the same disturbances from 
the same erroneous principles upon which it was issued. And the 
same futile proclannftions, tlireatening terrible penalties against 
exporting good coin, which v*'as attempted to be maintained at a 
fixed legal rut:i<^ below its market value, continued to be issued 
during successive reigns 

In 16r>;l the first Coinage of guineas made from gold im- 
ported by the African Company took place. By the Mint indenture 
they were to be struck to be of the value of 20s. at the market 
rate of gold und silver at the time. But they were never made 
legal tender at that rate. They consequently circulated at the 
rate wliich people chose to place on them, and they soon rose 
above their rated value. Accordingly the old practices of clipping, 
melting, and exporting the silver coin were soon in operation, 
and the scarcity of money was complained of in Parliament. All 
these bad practices flourished during the short rfeign of James II. 

In April, IGDO, the goldsmiths complained to the House of 
Commons that tliey had ascertained that immeysc quantities of 
silver bullion had been exported. That many Jews and merchants 
bad recently bought up vast quantities of silver to carry out *of 
the kingdom, and had given three halfpence an ounce for it above 
its regulated \'alue ; tliat tliis had encouraged the melting dowm 
of much ])late arvi milled money, wlicreby for six months no 
bullion had been brought to the Mint to be coined. A Committee 
of the House ^■erified these allegations, ft was shown that the 
profit of melting down the milled money for exportation was 
above £25 per .£1,000, and that wliile the Mint price of silver 
was 2d. per ounce, the current price was 

Ill IGOl a posthumous work by Sir William Petty was published, 
in which, as far as we are aware, is the first announcement of the 
principle that the standard coin should be made of one metal 
only. He says^ that Money is understood to be the uniform 
measure of the value of all commodities : that the proportion of 
value between pure Gold and fine Silver alters, as the eartti and 
industry of men produce more of one than the other. That Gold 

1 Political Anatomy of Ireland^ ch. 10 



§ 5 ] 


LOWNDKS ON MONEY 


*443 


has been worth but twelve times its own weight of silver, but that 
of late it has been worth fourteen : so there can he hat one of the 
two metals of Gold and Sili'cr to he a fit mailer for Monet f' 

This is, as far as we are aware, the first enunciation of the 
great princiiile, that only one metal should be adopted for the 
standard Coin and measure of value. Nor are we aware of what 
amount of attention it received when it was announced 

The evils produced by this flagrant state of the Coinage could 
no longer be Jieglected. The Treasury ordered their Seeretary, 
Mr. William Lowndes, to make a report on the subject. In this 
Report' he gives a long and valuable history of the Coinage and 
its successive del)asements in weight and fineness. After giving 
details of every Mint indenture for 400 years he says — ‘‘ Ry the 
careful observing of which deduction here made from the inden- 
tures of the Mint for above 400 years past, it doth exidently 
appear that it has, been a p{)licy constantly practised in the Mints 
of England (the like indeed having been done in all foreign 
Mints belonging to otlu;r Governments), to raise the value of the 
Coin ill its exti^insic denomination from time to time as any 
ex’^eiice or occasion required : and more especially to encourage 
the bringing in of bullion into the realm to be coined (though 
sometimes when the desired end was obtained the value has been 
suffered to fall again), so that in the whole numl)er of years, from 
the 28th Edward I. until this time, the extrinsic’ value or denomi- 
nation of the silver is raised in about a trif)le proiiortion ” 

Mr. Lowndes appears here to be iiUarly insensible to the fac(. 
that each one of these debasements was a gross and shameful fraud. 
We cannot fail to observe also that Mr. Lowndes labors under tlie 
confusion of idea that raising the iiame of the (k)in is raising its 
value. The extrinsic value of tluj Coin can by no possibility 
mean anything else than the quantity of thijigs it will exchange 
for or purchase. And to call the quantity of things it wdll 
exchange i>or its denomination is a most pitiable confusion of idea. 

Mr.^liOwndes then says — “The which being premised, and 
every project for debasing the money being rejected as dangerous, 

^ A Report containing an JSsttay for the Amendment of the t^deer foins. 

London, l(i95 
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dishonorable and needless [lie fails to see that diminishing^ the 
weight of the coin is debasing it], it remains that our nation in 
its present exigence ^iiay avail itself by raising the value of its 
Coins, and this may be effected, either by making the respective 
pieces called crowns, half-crowns, shillings, to be lesser in weight, 
or by continuing tlie same weight or bigness, which is at present 
in the undipped moneys, and ordaining at the same time that 
every such piece shall lie current at a higher price in tale 

‘‘But before I proceed to give my opinion on this subject, it 
seems necessary for me to assert and prove an hypothesis, which is 
this, namely : That making the pieces less, or ordaining the 
respective pieces (of the prtjscnt Aveight) to be current at a higher 
rate may ef|nally raise tlie value of Silver in our Coins’’ 

Mr. Lowndes then enters into an argument to prove that 
60 pence may be made equal to 75 pence — a wild goose chase in 
which Ave decline to folloAv him 

He proposed then that all the existing undipped silver money 
should be raised to 6.s. 8^/. the crown, and other Coins in proportion, 
so that the shilling should pass for fifteen pence instead of twelve. 
That ncAV Coins should be struck at the increased denominations 
and receiA^e iicav names. The reasons he alleges for this are — 

“ The value of the Silver in Coin ought to be raised to the foot of 
6s. in every croAvn, because the price of standard sihxT in 
bullion is risen (from divers ne(;essary and unnecessary causes,^^ 
producing at length a great scarcity thereof in England) to 6s. bd, 
an ounce. This reason (Avhich I humbly conceive Avill appear'* 
irrefragable) is grounded chiefly upon a truth so appaivnt that it 
may Avell be compared to an axiom ev^en in mathematical reason- 
ing, to Avit — That AvhensoeA^er the extrinsic value of silver in the 
Coin hath been, or shall be, less than the price .of silver in bullion, 
the Coin hath been, and Avill be uldted down” 

111 this passage Mr. Tjowndes fails to see that the reason why 
Silver had nominally risen from bs, 2d. to Gs. bd. an ounce AA^as 
simply that the Coins AA'cre so degraded that Gs. bd. only contained 
as much fine silver as bs. 2d. ought to have done 

Moreover, he again falls into the confusion of supposing that 
raising the 7tame of the Coin raises its value. Why di.jd he not 
carry'^his proposal a little further and propose that Is. should pass 
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for the value of 20s. ? He totally failed to see that when persons 
exchange their goods for silver Coin, they do so to obtain a certain 
amount of fine silver bullion, and that it is perfectly indifferent to 
them what number of pieces of money it is contained in. These 
are precisely the ideas which our Bimetal ists of the present deyare 
afflicted with : and tlicre is no use in detailing more of his 
maunderings 

The proposal of Lowndes, coming from a person holding his 
official position, demanded an immediate notic(; and exposure. 
Locke performed the task in a manner worthy of Ins genius, whieli 
has remained unassailable ever since. lie says* — “ Baising of coin 
is but a specious word to deceive tlic innvary. It only giv'es tlie 
usual denomination of a greater cpiaiitity of silver to a less 
calling four grains of silver a penny to-day, wlien live grains of 
silver made a penny yesterday), but adds no worth, or real value, 
to the silver coin to make amends for its want of silver. That is 
impossible to be done, for it is only tlie (quantity of silver in it 
that is, and eteri^ully will be, the measure of its value : and to 
convince anyone of tliis, I ask whether he that is forced to rec(‘i\’c 
but 320 ounces, of silver, under the denomination of £100, (for 
400 ounces of silver, wdiich he lent under the like denomination of 
£100,) will think these 320 ounces of silver, however denominated, 
worth those 400 ounces he lent F If any one can be suj)j)osed so 
silly, he need but go to the next market, or sliop, to be convinced 
*that men value not money by the denominiition, hut by the 
• (piantity of silver there is in it. One may as rationally hope to 
lengthen a,foot, by dividing it into 15 parts instead of twelve, and 
calling them inches, as to increase the value of the silver there is 
in a shilling, by dividing it into 15 parts instead of twelve, and 
calling them pence, 

“ Clipping of money is raiskig, without public authority, the 
same denomination remaining to the piece, that Inith now less 
silver in it than it had before 

“Altering the standard, by coining pieces under the same 
denominalioii with less silver in them than they formerly had, is 
doing tlie same thing by public authority. Tlie only odds is, that 
by clipping the loss is not forced on any one (for nobody , is 
^ Farther considerations concerning raiauKj the Value of Money, Works, V?)l. IV. 

• F 2 
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obliged to receive clipped inoiiey) ; by altering the standard 
it is 

“ Altering the sti^ndard by raising the money will not get to 
the public, or bring to the Mint to be coined, one ounce of silver: 
but will defraud the king, the church, the universities and 
hospitals, and of so much of their settled revenue as the money is 
raised, v.g.^ twenty per cent, if the money (as is proposed), be 
raised one fiftli. It will weaken, if not totally destroy, the 
public, faith, when all that have trusted the public, and assisted 
our pi*esent ne(;essitios, Avheii Acts of Parliament in the million 
lottery, bank act, and other loans shall be defrauded of tAventy 
per cent, of what these Acts were security for. And to conclude, 
this raising our money will defraud all pri\’atc men of twenty per 
cent, in all their debts and settled revenues” 

‘^^^.)Lhing, I humbly conceive, can juit a stop to clipping, now 
it is grown so universal, and mien become so skilful in it, but 
making it unprolitable 

“Notliing can make clipping unprolitable,' but making all 
light money go only for its weight. This stops clipiung in a 
moment, brings out all the milled and weigh ty»anoney, deprives 
us not of any part of our clipped money for the use of trade, and 
brings it orderly, and by degrees, and without foi’ce, into the Mint 
to be recoined ” 

Locke tlieii enters into some details of the operations by Dills^ 
of Exchange. that period Silver Avas the standiird coin of 
England and throughout the Avorld. All Bills were, therefore, 
settled in silver 

I ha\’e spoken of Sihmr Coin alone, because that makes the 
money of account ami measure of trade all tlirough the AAmrld. 
For all contracts are, 1 think, everywhere made, and accouuts 
kept, in silver coin 

“ Silver, therefore, and sih'er alone, is the measure of com- 
mcr(!e. Two metals, as Gold and Sih-er, cannot be the measure 
of commerce both together in any country : because tliQ measure 
of commerce must he perpetually the same, invariable, and keeping 
the same proportion of value in all its i)arts. But so oAly one 
metal does, or can do to itself : so silver is to silver, an^ gold to 
gold/ An ounce of silver is always of equal Aalue to an ounce of 
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silver, and [fn ounce of gold to an ounce of gold : Jind two ounc^es 
of tlie one or the other of double the value to an ounce of the 
same. But gold and silver change their value to one another : 
for suppose them to be in Arabic as sixteen i*o one now : perhaps 
the next month they may be as fifteen and three-(jnarters or 
fifteen and seven-eighths to one. And one may as well make a 
measure, a yard, whose parts lengthen and shrink, as a measure 
of trade of materials that have not always a settled invariable 
value to one another 

One metal, therefore, alone can be the money of account and 
contract, and the measure of (‘ommerce in any country. Tiie 
fittest for this use of all other is silver, for many reasons w’lii<*.h 
need not here be mentioned. It is enough that the world has 
agreed in it, and made it their common money : and as the Indians 
rightly call it, measure. All other metals, gold, as well as lead, 
are but commodities 

“Commodities are moveables valuable by money, the (common 
measure * 

“ Gold, though not the money of the world and the measure 
of commerce, npr fit to be so, yet may and ought to be coined to 
ascertain its weight and fineness : and such coin may safely have 
a ’price as well as a stamp set upon it by public authority, so the 
value be set under the market price. For then such pieties 
coined will be a commodity as jiassable as silver money, very 
little varying in their price ; as guineas whi(;h were coined at 
• the value of 20.s‘,, but passed usually for between 2Ls*. and 22.s., 
according, to the current rate. But not having so high a value 
put on them by the law, nobody could be forced to take them to 
their loss at 215 . M,, if the price of gold should happen at any 
time to be cheaper 

“ From what has been said»I think it appears — 

“1. That silver is that which mankind have agreed upon to 
take and give in exchange for all commodities as an ecjui valent 

“ 2. That it is by the quantity of silver they give, or take, or 
contract * for, that they estimate the value of otlier things, and 
satisfy for them : and thus, by its quantity, silver becomes the 
measure of commerce 

“ 3. *Llence it necessarily follows that a greater quantity of 
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silver has a greater value : a less qiuintity of silver nas a less 
value : and an equal quantity an equal value 

'M. That money, diflers from uncoined silver only in this, 
that the quantity of silver in each piece of money is ascertained 
by the stamp it bears r which is set there to be a public voucher 
of its weight and fineness 

5. That gold is treasure as well as silver, because it decays 
not in keeping, and never sinks much in value 

“ n. That gold is fit to be coined as well as silver : to ascer- 
tain its ([iiantity to those who have a mind to traffic in it : bub 
not to be joined with silver as a measure of commerce ” 

Locke tlien examines Lowndes’s doctrine, that the value (or 
denomination) of the silver coin should be raised to M, the 
ounce because the price of standard silver liad risen to GrS*. hd, 
the ounce 

“ This reason seems to me to labor under several mistakes, as — - 
1. That standard silver can rise in respect of itself 
‘‘ 2. That standard bullion is now, or ever was, worth, or sold 
to the traders in it, for G.?. ^d, the ounce of lawful money of 
Enghaud. For if that matter of fact holds not to be so, that an 
ounce of sterling bullion is worth i)S. hd, of our milled weighty 
money, this reason ceases : and our weighty crown pieces ought 
not to be raised to Gs. fnl, because our light clipped money will 
not purchase G.<?. of that light money. And let me add here, 
nor for that rate neitlier. If, therefore, the author means here 
that an ounce of standai'd silver is risen to Gs. M, of our clipped 
money, I grant it him, and higher too. But then that has 
nothing to do with the raising our lawful coin, which remains 
undipped, unless he will say too that standard bullion is so risen 
as to be worth, and actually to sel> for, Gs. 5^/. tlic ounce of our 
weighty milled money. This I not only deny, but further add 
that it is impossible to be so. For Gs. fid. of milled money weighs 
ail ounce and a quarter near. Can it, therefore, be possible that 
one ounce of any commodity should be worth an ounce and a 
quarter of the same commodity, and exactly of the same goodness ? 
for so is standard silver to standard silver. Indeed one has a 
mark •upon it, which the other has not : but it is a mark that 
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makes it rather more tliaa less valuable, or if the mark, by 
hindering its exportation, makes it less valuable, the melting pot 
can easily take it off 

“ The complaint made of melting down* our weighty money 
answers this reason evidently. For can it be supposed that a 
goldsmith will give one ounce and a quarter of coined silver for 
one ounce of bullion : when by putting it into his melting pot he 
can, for less than a penny charge, make it bullion ? For it is 
always to be remembered, what I think is made clear, that the 
value of silver, considered as it is money and the measure of com- 
merce, is nothing but its quantity, and thus a milled shilling, 
which has double the weight of silver in it to a current shilling, 
whereof half the silver is clipped away, has double the value. 
And to show that this is so, I will undertake that any merchant 
who has bullion to sell, shall sell it for a great deal loss number 
of shillings in tale, to any one who will contract to pay him in 
milled nioney, than if lie be x^aid in the current clip^ied money 

“ Those who say bullion is risen, I desire to tell mo what they 
mean by risen ? Any commodity 1 think is properly said to be 
risen, when the^same quantity will exchange for a greaUn* (quan- 
tity of another thing : but more jiarticularly of that thing which 
is*the measure of commerce in the country. And thus corn is 
said to be risen among the English in Virginia, when a bushel of 
it will sell, or exchange, for more pounds of tobacco : among the 
* Indians when it will sell for more yards of wampampeak, which 
is their money : and among the English here, when it will 
exchange for a greater quantity of silver than it would before. 
Rising and falling of commodities are always between several 
commodities of distinct worths. But nobody can say that 
tobacco of the same goodness is risen in respect of itself. One 
pound of the same goodness wdl never exchange for a pound and 
a quarter of the same goodness. And so it is in silver : an ounce 
of silver will always be of equal value to an ounce of silver : nor 
can it ever rise or fall in resq^ect of itself : an ounce of standard 
silver can never be worth an ounce and a quarter of standard 
silver,: nor one ounce of uncoined silver exchange for an ounce 
and a quarter of coined silver : the stamp cannot so much debase 
its valu(?. Indeed the stamp, hindering its free exportation, may 
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make the goldsmith who profits by the return of his money give 
one 120th, or one OOth, or perhaps sometimes one-tliirtieth more, 
tliat is 5.9. 3(i., or 5s. 4(/. tlie ounce of coined silver for 

uncoined, when there* is need of sending silver beyond seas: as 
there always is, when the balance of trade will not supply our 
wants and pay our debts there. But much beyond this the gold- 
smith will never give for bullion, since he can make it out of 
coined money at a cheaper rate 

“ It is said bullion is risen to (is. the ounce, i.p., that an 
ounce of uncoined silver will exchange for an ounce and a quarter 
of coined silver. If any one can believe this, I will put this short 
case to him. He has of Inillion, or standard uncoined silver, two 
round plates each of an exact size and weight of a crown ])iece, he 
has besides of •■the same bullion a round plate of the weight and 
size of a shilling, and another yet less of an exact Aveight and size 
of a threepence. The two great plates being of equal Aveight and 
fineness, I suppose he Avill alloAv to be of equal value, and that the 
two less joiued to either of them make it one-*fifth more Avorth 
than the other is by itself, they having all three together one-fifth 
more silver in them. Let us suppose then one of the greater and 
the tAvo less plates to have received the next moment (by miracle, 
or by the mill, it matters not hoAv) the mark or stamp of oflr 
crown, our shilling, and our threepence : can anybody say that 
now they have got the stamp of our Mint upon them, they are so 
fallen in A^alue, or the other unstamped piece so risen, that that 
unstamped ])iecc AAdiich a moment before Avas worth only one of 
the other pieces, is now worth them all three ? Which, is to say 
that an ouikh* of uncoined Silver is Avorth an ounce and a quarter 
of coined. This is Avhat men Avould persuade us AAdien they say 
that bullion is raised to 0.9. 5^/. of laAvful money the ounce, which 
I say is utterly impossible. Let u^; consider tliis a little further 
in another instance. The present milled croAvn pieces, say they, 
Avill not exchange for an ounce of bullion, an i thou t the addition of 
a shilling and a threepence of weighty coin added to it. Coin but 
that crown piece into O.s. 3d., and then they say it Avill buy an 
ounce of bullion, or else they gWe up their reason and measure 
of raising the money. Do that AAdiich is alloAved to be equivalent 
to coining of a present milled croAvn piece into Gs. 3d., aiIz. : call 
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it 75 pence, and then also it must by this rule of raising, buy an 
ounce of bullion. If this be so, this self-same milled crown piece 
will, and will not, exchange for an ounce of biijlion. Call it 
sixty pence, and it will not : the very next monient call it seventy- 
five-peiice, and it will. I am afraid nobody can think change of 
denomination has such power ” 

Locke then goes through each of liowndes’s arguments and 
proposals one by one, and gives them sucli a refutation as would 
have delighted the lieart of Chillingwortli. Among other things 
he says — “ It is true what Mr. Lowndes obserN cs here, the 
importation of gold, and the going of guineas at has been a 
great prejudice and loss to the kingdom. But that has been 
wholly owing to our clipped money, and not at all to our money 
being coined at 5^. 2J. tlic ounce : nor is the coining of our 
money lighter the cure of it. The only remedy for that mischief, 
as well as a great many others, is the putting an end to tlie passing 

of chipped money by tale, as if it were lawful coiu” 

* 

To Lowndes’s doctrine, that raising the coin by making it more 
in tale would m^ike it more abundant for general use, Locke 
says — 

•‘Just as the boy cut his leather into five quarters, as he 
called them, to cover his ball, when cut into four (piarters it fell 
short ; but after all his pains, as much of liis ball lay ])are as 
before: if the quantity of coined silver etnployed.in England fall 
jjmrt the arbitrary denomination of a greater number of pence 
given to it, or which is all one, to the several coined pieces of it, 
will not make it commensurate to the size of our trade, or the 
greatness of our occasions. This is as certain as if the quantity 
of a board which is to stop a leak fifteen inches square, be but 
twelve inches square, it will iA)t be made to do it by being 
measured by a foot whicli is divided into fifteen incJies instead 
of twelve, and so having a larger tale, or number of iuclies in 
denomination, given to it 

“ This, indeed, Avould be a convincing reason if sounds would 
give weight to silver, and the noise of a greater number of pence 
(less in quantity proportion ably as they are more in number) were 
a larger supply of money ” 
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“ The necessity of trust and bartering is one of the many 
inconveniences springing from the want of money. This incon- 
venience, the multiplying arbitrary denominations, will no more 
supply, nor any ways make our scarcity of coin commensurate to 
the need there is of it, than if the cloth which was provided for 
clothing the army falling short, one should hope to make it com- 
mensurate to that need there is of it, by measuring it by a yard 
one-fifth shorter than the standard, or changing the standard of 
the yard, and so getting the full denomination of yards, necessary 
according to the present measure. For this is all that will be 
done by raising onr coin as is pi’oposed. All that it amounts to 
is no more but this, viz.. That each piece, and consequently our 
whole stock of money, should ]>e measured and denominated by a 
penny one-fifth less tlian the standard 

“ The increase of denomination does or can do nothing in the 
case, for it is silver by its quantity and not denomination, that is 
the price of things and measure of commerce : and it is the weight 
of silver in it, and not the name of the pieces, 'that men estimate 
commodities by, and exchange them for 

“If this be not so, when the necessity of our affairs abroad, or 
ill husbandry at home, has carried away half our treasure, and a 
moiety of our money is gone out of England : it is but to issue a 
proclamation that a penny shall go for twopence, sixpence for a 
shilling, half-a-crown for a crown, &c., and immediately, without 
any more ado, vro are as rich as before. And when half the 
remainder is gone, it is but doing the same thing again, and* 
raising tJie denomination anew, and we are where we were, and so 
on ; whereby supposing the denomination raised 15-16, every 
man Arid be as rich with an ounce of silver in liis purse, as he was 
before Avheii he had 16 ounces tliere, and in as great plenty of 
money, able to carry on his tradb without bartering : his silver, 
by this short way of raising, being changed into the value of gold : 
for Avhen silver will buy 16 times as much wine, oil, and bread, 
&c., to-day as it would yesterday, (all other things remaining the 
same but the denomination) it hath the real worth of gold 

“ This, I guess, everybody sees cannot be so, and »yet this 
must be so, if it be true that raising the denomination one-fifth 
can'*supply the want, or one jot raise the value of silver in respect 
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of other commodities, i.e., make a less quantity of corn, oil, and 
cloth, and all other commodities than it would yesterday, and 
thereby remove tlie necessity of bartering. ^ For if raising the 
denomination can thus raise the value of coin in exchange for 
other commodities, one-fifth, by the same reason it can raise it 
two-fifths, and afterwards three-fifths, and as much further as you 
please. So tliat by this admirable continuance of raising our 
coin Ave shall be rich, and as well able to support the charge of 
the Government, and carry on our trade Avithout bartering, or 
any other inconvenience for Avaiit of money, Avith GO, 000 ounces 
of coined sih^er in England, as if Ave liad six or GO millions. If 
this be not so, I desire any one to show me Avliy the same way of 
raising the denomination, which can raise the value of money in 
respect of other commodities, one-fifth, cannot Avhen you please, 
raise it another fifth, and so on ? I beg to be told where it must 
stop, and why at such a degree Avithout being able to go further 

“ It must be here taken notice of, that the raising I speak of 
here is the raising of the value of our coin in respect of other 
commodities (as I call it all along), in contradistinction to raising 
the denominations The confounding of these in discourses con- 
cermng money is one great cause, I suspect, that this matter is so 
little understood, and so often talked of with so little information 
of the hearers 

“ A penny is a dcnomiiiatiou no more belonging to eight than to 
eighty, or to one single grain of siU^er : aud so it 4s necessary that 
diere should be sixty such pence, no more nor less, in an ounce of 
sih’er, twelve in a piece called a shilling, and sixty in a piece 
called a croAvn : such-like divisions being only extrinsical denomi- 
nations are everyAvhere perfectly arbitrary. For licre in liinglaiid 
there might as well have been twelve shillings in a penny, as 
twelve pence in a shilling, i.e., th^ denomination of the less pence 
might have been a shilling and of the bigger a penny. Again the 
shilling might hav'e been coined ten times as big as the penny, and 
the crown 14^11 times as big as the shilling : Avliereby the shilling 
Avould have but tenpence in it, and the crowm one hundred. But 
this, hoAtcA^er ordered, alters not one jot the Aaluc of the ounce of 
silver in regpect of other things, any more than it does its weight. 
Tliis raising being but giving of names at pleasure to aliquot 
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jmrts of any piece, viz. : Uiat now the COth part of an ounce of 
silver shall be called a penny, and to-morrow that the 75th part 
of an ounce shall be called a penny, may be done with what increase 
you please. And thus it may be ordered by a proclamatioji that 
a shilling sliall go for tweiity-f our pence, and a half-crown for sixty 
instead of thirty pnice, and so of the rest. But that a half-crown 
should be worth, or contain sixty of such pence, as the pence were 
before the change of denomination was made, that no power on 
earth could do. Nor can any power but that which can make the 
plenty or scjircity of commodities, raise tlie value of our money 
tlieir doul)le in respect of other commodities, and make that the 
same piece or quantity of silver, under a double denomination, shall 
purchase double the quantity of })epper, wine, or lead, an instant 
after such a proclamatioi] to what it would do an instant before. 
If this could be, w'e might, as every one sees, raise silver to the 
value of gold, and make ourselves as rich as w^c pleased. But it is 
but goiiig to inarket w'ith an ounce of silver of one hundred and 
twenty pence to be convinced that it will purchase no more than 
an ounce of sixty pence ; and the ringing of the piece will as soon 
purchase more commodities as its change of (denomination, and 
the Jimltiplied name of pence, wdien it is called six score instead 
of sixty 

It may, perhaps, appear to some that the arginnents put 
forward by Lo(;ke are-so simple and convincing that it is ahiiost a 
w’astc of ingenuity and la])or to dwell upon them at such length. 
But, unfortunately, it is not so. The confusion of idea between 
the Name and the Value of a Coin is one wijich is but too 
prevalent at the present day. It seems almost incredible that an 
able man like, ]Mr. Lowndes could perceive that debasing the 
standard of tlie Coin by putting less silver and more alloy was a 
public fraud and an injury to all creditors, and yet that he should 
be totally incax)able of perceiving that raising the denomination of 
the coin was exactly tlie same tiling as debasing the standard. In 
each case the quantity of fine silver in a crown or a shilling w'as 
diminished. Nevertheless, this fallacy is deeply seated at the 
present day, and is exactly the oiieAvhich possesses the Bi metalists. 

Parliament met in November, 1605, and in the speech from 
the 'throne the King called the attention of the House to the bad 
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state of the Coin, and requested them to devise a remedy. The 
House lost no time in taking tlie subject into consideration. Tlie 
motion for recoinago ^vas carried by a majority of sixty. The next 
question was whetlier the several denominations of the new money 
should have the same weight and fineness as the old ? or whether 
the standard should be raised ? This question produced many 
debates. The opposition adopted Lowndes’s ideas that the price 
of an ounce of silver had risen to G.s. 3ci,, and therefore that the 
standard should be raised accordingly. The Govci’iiment adopted 
the arguments so admirably set fortli by Locke, and mov^cd — 
“ That tiui House tvould not depart from the ancient standai'd eitker 
in Weight, Fineness, or Denomination.” This resolution was 
carried by 224 to 114 

Tlie House thus adopted part of Locke’s doctrines. Ibit 
unfortunately they did not adopt his otlier two recommendations. 
Lord Somers proposed in the Council that a proclamation should 
be issued to make money current liy weight and not by tale. The 
King was also of this opinion, but the rest of the Council were 
unanimously against it ; by refusing to adopt Locke’s advice on 
this point the Council cost the nation above a million : because 
when tlie people saw that the clipped money would still be received 
by tale, the clipping went on worse than ever 

Neither had the House the boldness to adopt tlie doctrine of 
Petty and Locke, that a single metal should be selected for tlie 
standard coin, and perhaps it was fortunate that they did not, 
because if they had, the metal selected would undoubtedly have 
been Silver* and then we might have been troubled to this day 
with a huge silver currency of crown pieces, as the French are 
with their five franc pieces , 

The great recoinage then was effected : but as soon as the new 
Coin was issued from the Mint/ it was hoarded, or exported to 
purchase gold wbich at this time w^as very profitable. Tlie House 
then ])pgan a most useless and ineffectual meddling with the price 
of guineas,. As long as tlie silver coinage continued in its debased 
state no human powx'r could low^er the price oi’ guineas; as soon as 
the silv^’ coin was reformed no human power could prevent them 
from falliijg. Montagu on this occasion deserted the lessons of 
his great master, Locke. If an Act of Parliament could alter the 
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price of guineas — wliere was the use of the recoinage ? If the 
recoiuage would effect the purpose — where was the use of the Act 
of Parliament ? On the 15th of February, KiOG, it was resolved 
that guineas should not pass for more than 285. : on the 28th, 
it was resolved that after the 25th of March, they should be 
reduced to 2G5. On tlie 2Cth of Marcli it was resolved that after 
the loth of April they should be reduced to 225., and heavy 
penalties were enacted against all persons who should deal in 
them at higher rates after that date. But still the gold and silver 
Coin were wrongly rated : all the best and heaviest silver coins 
were culled out and exported to Holland, where gold might be 
purchased at a great profit 

In 1707 the Union of the Kingdoms necessitated, a new 
coinage. But the same disturbances immediately reappeared. 
Tlie new silver coins immediately disapi)eared, and men’s ideas 
began to be ti'ansferrcd to gold as the standard coin. In 1708 
the Government offered a premium of 2\d. an ounce to every one 
who brought foreign silver coin, or plate of any sort of standard 
fineness to the INFint to be coined. At last the Government in 
utter perplexity, and seemingly being tlie very kst to be informed 
of the truth, which had now become common knowledge to every 
one of intelligence, that coins of two metals cannot circulate 
together in unlimited quantities, referred the whole matter to 
Sir Isaac Newton, the IMastcr of the Mint 

• 

Sir Isaac Newton on the Coinage , 

Sir Isaac Newton said in his Beport* — 

‘‘ That a poniid weight Troy of Gold, 1 1 ozs. fine, and 1 oz. 
alloy, is cut into 44 J guineas : and a pound weight of silver 
11 ozs. and 2 dwts. fine and 2 dwts. alloy, is cut into 62 shillings: 
and according to this I’ate a pound weight of fine gold is worth 
15 pounds weight, 6 ozs. 17 dwts. and 5 grs. of fine silver, 
reckoning a guinea at £1 Is. Gd. in silver money. But silver in 
bullion exportable is usually worth 2d. or 3d. per ounce more 
than in coin : and if as a medium such bullion of ,standaM alloy 
be valued at 55. 4d^d. per ounce, a pound weight of fii^e gold will 
1 Parliamentary History^ Vol. VII., 626 
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be worth but 14 lbs. 11 ozs. 12 dwts. 9 grs. of fine silver in 
bullion : and at this rate a guinea is worth but so much silver as 
would make 205. 8^?.” 

Newton then details the Mint rating of Gold and Silver in 
various countries. In Spain and Portugal the ratio of Gold to 
Silver was 16 to 1. This high price kept the gold in these 
countries, and carried away their silver to all Europe. So that 
all payments at home are made in gold, and silver usually bears 
a premium of G per cent. 

In France the ratio of Gold to Silver was 15 to 1 
In Holland, Hungary, and the Empire, a guinea Avould be 
worth 205. l\d, at their Mint rating 

According to the rates of gold and silver in Italy, Germany, 
Poland, Denmark and Sweden, the guinea was worth 20.s*. and 7^/., 
6c?., 6cf., or 4c?. In Sweden it is lower in pro])ortion to silver than 
in any other country, hence silver prevailed there 

In China and Japan the ratio of gold to silver was only 9 or 
10 to 1, and in thd East Indies 12 to 1 : this low price of gold in 
those countries carried away the silver from all Europe 

By the course of trade and exchange between nation and 
nation in all Europe gold was to silver as 14 J or 15 to 1 ; and at 
that rate a guinea was worth 205. 5^/. to 205. And experience 

and reasoning showed that silver flows from those jjla(;es where it 
was lowest in proportion to gold as from Spain [and Enghind] to 
all Europe, and from all Europe to the East Indies, China and 
Japan : and that gold is most plentiful in those places in Avhich 
its value is» highest in proportion to silver, as in Spain and 
England 

“ It was the demand for exportation which had^raised the price 
of exportable silver about 2^/. or Jk/. in the ounce above that of 
silver in coin, and had thereby (?i*eated a terniitation to export oi* 
melt down the silver coin rather than give 2r?. or 3c?. more for 
foreign silver : and the demand for exportation arises from the 
higher prige of silver in other places in proportion to silver, 
and therefore may be diminished by lowering the value of gold 
in proportion to silver. If gold in England, or silver in East 
India, could be brought down so low as to bear the same pro- 
portion to one another in both places, there would be here no 
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greater demand for silver than for gold to be exported to India. 
And if gold were lowered only so as to have the same proportion 
to the silver money in England, which it hath to silver in the 
rest of Europe, there would be no temptation to export silver 
rather than gold to any other part of Europe. And to compass 
this last tliere seems nothing more requisite than to take off 
about 10^/. or 12/^. from the guinea: so that gold may bear the 
same pi’oportion to the silver money in England which it ought 
to do by the course of trade and exchange in Europe. But if 
only (h/. were taken off at present, it would diminish the tempta- 
tion to (export, or melt down the silver coin. And by the effects, 
would slnnv hereafter better than can appear at present, what 
further reduction Avould be most convenient for the public” 

In pursuance of Newton’s recommendation, a proclamation w'as 
issued in December, 1717, reducing the guinea to 21s.^ and then 
in the language of the Mint the price of gold was fixed at £3 
17.S. the ounce, wliich is so sore a puzzle to many people. 

This alteriition in the value of guineas created some alarm, but in 
January, 1718, both Houses of Parliament passed resolutions 
that they would not alter the standard of thi: gold and silver 
coins of the realm in fineness, weight, or denomination , 

We see that Newton gave no countenance to the doctrine of 
the modern Bimetalists, that fixing the ratio oflhe Coins by Law 
can regulate the relative value of gold and silver bullion. On 
the contrary, he* shows that the Coins must follow the market 
value of bullion. No doubt the change he proposed in the rating* 
of the Coins might have succeeded for a short time : "but it would 
always have been a position of unstable equilibrium, liable to be 
upset by the first change in the market value of the metals, 
which was sure to occur in no very long time. Bqt it did not 
come with ill his instructions to enter into such matters 

By the reduction of the price of the guinea the value of gold 
to silver was fixed at to 1 : but as in Holland and France’ 

the rate was l4i to 1, a profit still remained of 44. on each ^ 
guinea on exporting silver and importing gold. By the Act of 
1717 the guinea was for the first time made legal tender *at 21s., 
and.as it was the cheaper medium in which to make ♦payments, 
during the course of the last century it became understood and 
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recognised custom of commerce that gold was the standard coin 
in which all Bills of Exchange and debts were payable. Hence 
this country has been practically a Gold Monometallic country 
since 1717, although Bimetalism still lingered on the statute 
book for another hundred years 

The ablest wTiters on money had now fully adopted the 
doctrine of Petty and Locke, that only one metal should be 
adopted for the standard Coin. Harris says^ — 

‘‘ One only of these metals, that is, Gold or Silver, can be the 
Money, or standard measure of commerce in any country : for the 
standard measure must be invariable, and keep the same propor- 
tion of value in all its parts. Such is Silver with respect to Silver, 
and Gold to Gold. But Silver and Gold with respect to one 
another are like other commodities, variable in their value, 
according as the plenty of cither iuay be increased (^* diminished : 
and an ounce of Gold, that is worth a given (juantity of Silver 
to-day, may be wi^l’th more or less Silver a while hence. It is 
therefore impossible that both these metals can be a standard 
measure of the Vijlueof other things at the same time” 

Lord LiverpooEs Treatise on the Coins of Realm 

The Coinage continued to exhibit the same phenomena during 
the whole of the eighteenth century. Gold being overrated by 
in the guinea became more and more lirmly established as the 
recognised standard coin ; all the best silver had long disappeared, 
and none bnt the most degraded remained in circulation 

In 1708, ill consequence of an address from the House of 
Commons, the then existing Coimnittee of Council on Coins was 
dissolved, and a new Committee .appointed, and Lord l^ivcrpool, 
who had long paid much attention to the subject, was appointed 
Chairman, and drew uj) the reiiort in the form of a letter to the 
King* 

This work of Lord Liverpool’s is the great master treatise on 
the subject, and as its principles were adopted at the great 

^ Essay on Money and Coins, Part I., ch. 2, sec. 7 
^ It wasif reprinted by the Bank of England, and published by EJinffhaiji 
Wilson in ISSU 

VOL. II., PART I G 
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recoinage in 1817, when our present system was instituted, we 
shall give a brief analysis of it 

Lord Liverpool commences his treatise by giving an account 
of the state of the Coinage in 1700, at the accession of George III. 
All the crown pieces and most of the half crowns coined by 
William III. had disappeared, and those which remained in 
circulation were degraded and clipped. The shillings and six- 
pences had lost almost every mark of impression, whether of 
head, reverse, inscription or graining 

The heavy pieces had in general been melted down, or 
exported, and the rest diminished by wear and filing. Very 
little silver had beeji brought to the Mint to be coined, for 
according to the IVfint ratio the value of Siher bullion com- 
pared to gold was lower than the market price 

The state of the Gold Coin, though not so bad, was still 
deteriorating, and it became so bad in 1773 that it had become 
greatly deficient in weight, so that as soon as any new Gold 
Coin was issued from the Mint it was immedfately melted down 
or exported. The foreign exchanges consequently rose greatly 
against the country : as all payments to the^e countries were 
enhanced in proportion to the deficiency in the Coin. Mr, 
Jenkiiison, as Loid Liverpool ’svas then, addressed a letter to 
the Chancellor of the Exchequer, suggesting that all the defi- 
cient Gold (k)in should be called in and recoined : that after 
this had been done the Gold Coin should be current by weight 
as well as by tale, as had been the ancient custom, and thafr 
when th(^ Gold Coin had become deficient by a cerkiin amount 
it should cease to be legal tender. 'I'hcse proposals were carried 
into effect in 1771 : and since then the gold coin had been 
X)reserved in a very perfect state 

A difficulty then existed and continued to exist with respect 
to the Silver Coin, and until it w'as removed the Silver Coin 
could not 1)0 improved. The Mint ratio of Gold and Silver 
differed from their value in the market. As long as Jihis differ- 
ence existed both these metals would not be brought in sufficient 
quantity to the Mint to be coined : that metal only would be 
brought which was estimated at the loAvest value Avitlj reference 
to the other : and Coins of both metals could not be sent into 
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circulation at the same time without a traftic of one sort of Coin 
against the other, by wliich traders in money would make great 
profit, to tlie great loss of the public : which would especially 
prevail in this country, where the Mintage of both metals was 
perfectly free, without any charge for seignorage, which was con- 
trary to tlie practice of most other countries. To prevent this 
the standard Coin ought to be made of one metal only, and Coins 
cf other metals should take their value with reference to this 
standard Coin, arid be subservient to it. Lord Liverpool gives 
an account of the reasons for ajipointing the Committee of Council. 

The Money or Coin of a country is the standard measure by 
which the value of all things bought and sold is regulated and 
ascertained : and it is itself at the same time the value, or 
equivalent, for which goods are exchanged, and in wliich con- 
tracts are generally made payable. Jii the last respect, money, as 
a measure, differs from all others : and it is to the combination 
of these two qualities which constitute the essence of Money, that 
the principal difficulties which attend it in tlieory and practice as 
a measure arid equivalent are to be ascribed. These two 
qualities can never perfectly unite and agree : for if Money were 
a measure only, and made, like all otlier measures of a material of 
little or no value, it would not answer tbe purpose of au equivalent. 
And if it is made in order to answer the purpose of an equivalent, 
of a material of value, subject to frequent variations, according 
fo the price at which such material sells in the market, it fails on 
that account'iii tlie quality of a standard or measure, and will not 
continue to be perfectly uniform, and at all times the same 

Coins made of Cold or Silver, or of any other inetiil, whether 
considered as a measure or an “equivalent, are subject to the 
following imperfections 

As each of these metals varies in its value with respect to 
other comrqodities for which it is exchanged, so it will vary for 
* the same reason also in its value, in successive periods, even with 
respect itself : and this variation is occasioned by the greater 
or less quantity tliat may happen to be at dillerent times in tlie 
market, or m circulation. Any given quantity or weight of Gold 
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or Silver is at present of much less ^ alue than the same quantity 
or weight before the discovery of the mines of America. And if 
any commodity is either manufactured or produced at present in 
exactly the same quantity as it was in the reign of Henry VIII., 
when these mines were iirst discovered, and the demand for this 
commodity should be equal, a pound of Gold or Silver will not 
purchase as much of it now, as it would have purchased in the 
former period. Goins are on that a(;couut an imperfect measure, 
though they are made of one metal only 

But if Coins are made of two of tliese metals, a second 
imperfection is then introduced : for any two of these metals, in 
successive periods, vary in value with respect to each other. The 
value of line Gold, compared with that of fine silver, was rated in 
the Bird of Elizabeth at less than 11 to 1, at the English Mint. 
But when Guineas were first coined in 1G6;3, tlie value of fine 
Gold, compared with that of fine Silver, was rated at the English 
Mint at l lg^i to 1. Guineas were then coined as 20 Shilling 
pieces, and declared by the Mint Indenture to be current as such. 
They have since been made current by Proclamation as 21 
Shilling pieces. The relative value, therefore^, of fine Gold to 
fine Silver, in the Coins of this kingdom is now as to 1. 

And in the Mints of several foreign countries, the value of Gold, 
compared with that of Silver, is rated still higher. These metals 
will also occasionally vary in their value, even at the same tijiie, 
in different countries : and Exchange Brokers and many bankers 
arc induced, on this account, to carry on a traffic in these metals* 
and in the Coins made of them, to their own profit; and to the 
loss of others 

If the Sovereign takes upon himself to determine the rate or 
value at which Coins made of different metals shall at the same 
time pass in currency, a third iinperfcction is introduced into the 
system : for it is not possible that he should be able to pursue 
with sufficient accuracy the various fluctuations and changes that 
may in a short time happen in the relative values of these different 
metals. Their prices at the market will therefore frequently differ 
from the rate at which he has valued them in his Coins : and 
when Coins made of different metals are frequently legal tender, 
there will, of course, be two measures of property, differing 
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occasionally from each other. A profit will always in such case be 
made by those who traffic in Coins, by exchanging that Coin 
which has the least market value for that wliieh has the greatest. 
The debtor will find it his interest to make his payments in the 
Coin made of that metal which is undervalued at the Mint : and 
such Coins as are made of the metal overvalued at the Mint will 
always be melted down and exported 

Another imperfection arises from the gradual wear of the 
Coins made of either of these metals : for though the materials of 
which they are made are less subject to diminution by daily ami 
common use than almost any other commodity, they arc still sul)- 
ject to it in a certain degree from friction, and sometimes from 
other causes. If this diminution is considerable, the Money 
clobber will avail himself of the inequality to which pieces of 
Coin of the same denomination are in this respect subject : he 
will collect and convert into Bullion the most weighty of them, 
and make a profit thereby : and those Coins only, which are less 
perfect, will be left*in general circulation 

Of the four imperfections before stated, the first which arises 
from the variatioi> in the price, or Yalue, of ‘any one metal in 
successive periods with respect to itself is so very inherent in the 
very subject that it does not admit of remedy/ It produces, how- 
ever, less inconvenience than either of the other three. It chiefly 
affects leases, contracts, and grants of long continuance [sucli as 
the Public Funds]. The other three imperfections may in some 
degree be remedied. Lord Tdverpool then proceeds to explain 
the principles of the system of Coinage he recommended 

The Money, or Coin, wliich is to be the principal measure of 
property ought to be made of One metal only. Such is the opinion 
of Sir William Petty, Mr. LocSe, Mr. Harris, and of all the 
eminent writers on Coin. Petty says that one of the metals is 
the only fit matter for Money. Locke agrees, and says “ that two 
metals such.as Gold and Silver cannot be the measure of commerce 
both together in any country.” These three authors assign their 
reasons i\i support of a principle in which they all concur : their 
reasons are^in substance the same : and are so convincing tjiat 
the truth of this j)rinciple can no longer be controverted 
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CertaiTi, howover, as tlic principle is, that the Money or Coins 
of any country which are to be the principle measure of property 
can be made of one metal only, the convenience of traffic neces- 
sarily re(]uires that in rich and commercial countries there should 
be coins made of several metals adapted to tlie several sorts of 
purchases or exchanges for which they are intended. Coins made 
of Cold alone, or of Silver alom^, in such countries, will not 
answer all the purposes of traffic. Coins of Gold are not well 
adapted for the retail trade, in which sort of traffic the greatest 
number of the subjects of every country are principally concerned : 
and coins of Silver arc too bulky for hirger payments, and are in 
that respect inconvenient. It is necessary, therefoi’e, that in 
commercial countries tlierci should be (;oins made of different 
metals, and if the coins which are tlu; principal measure of 
pro])crty and instrument of commerce can only be made of one of 
these metals, the inhu-ior coins made of other metals must be legal 
tender only in a limited degree as the Sov(U'eii2:n shall direct, and 
so far only tlu‘y arc the measure of property : and if they are 
acce]>ted in payment of a larger sum with the e.onsent of the 
receiver, as may some times be the case, they nvij then be said to 
be the reprosentativ(‘S of the Coins which are the ])rineiple mejasure 
of proi>erty, and tlieir value must lx; made to cori*espond with it 
as aceui’ately as tin; nature of the subject will admit. It is by 
adopting this rule or principle that the second and third of the 
iinpcrfeetions before stated will be avoided, or at least the ill 
effects resulting from them will be diminished as miieli as possible*. 
But absolute ])errection and c(»mplete accuracy cannot in the 
nature of things he attained 

Mr. ljoeke,^who thought that Silver coins were the only Money 
of account, or measures of property, was of opinion that Coins of 
Gold might he left to take theiV rate or value according to the 
relative price of Gold to Silver in the market, but experience had 
shown that this plan did not answer. Mr. Harris differed in this 
respect from tlie opinion of Mr. Locke, and held that Jfhe value or 
relation of the Coins to each other should be fixed by law and 
experience, and the practice of all governments in every *’age had 
shown the necessity of this 

*The Coins of every kingdom or state arc the measure of 
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property and commerce within every such kingdom or state, 
according to the nominal value declared and autlioiised by the 
Sovereign, as far as they are made legal tender 

111 exchanges with foreign countries, and in payments made to 
them, the market value of the metal of which Llie Coin is made is 
the only measure of property and commerce : because the authority 
of Sovereigns cannot extend to regulate payments in foreign coun- 
tries where they have no power .of jurisdiction 

The Sovereigns of the kingdoms and states in Europe had 
exercised from time imineinoi’ial the right of declaring at what 
rate or value the Coins of every denomination current in their 
dominions should pass and become legal tender. This right had 
been exercivsed by the Kings of this realm in two ways — 

First by their Mint indentures, in which it was declared at 
what rate, or nominal value, the coins should be current 

Secondly by proclamation 

Tin’s great prerogative, however, is of so important and delicate 
a nature, that it ought to be exercised with the greaU‘st judgment 
and discretion, yery serious evils had been caused by its abuse 
of wbicli Parliament had frequently comidaiucd. This prerogative 
should always be exercised with the wisdom and support of Par- 
liament. Lord Livei’pool then gives details of how this prerogative 
had been exercised in England 

He then says tliat coins may be debased in three ways — 

1. By diminishing the quantity or weight of the metal of 
a certain standard of which any Coin of a given denomination is 
made 

2. By raising the nominal value of the Coins of a given 
weight, and made of a certain standard : that is, by making them 
current, or legal tender, at a higher rate than that at wbicli they 
passed before 

3. By lowering the standard or lineiiess of the metal of 
wliich coins of a given weight and denomination are made : that 
is, by diminishing the quantity of pure metal, and proportionally 
increasing the quantity of alloy 

Of the first method nine debasements bad been made in the 
weiglit of* the metal since William I. The first was dou6 by 
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Edward T., in the 2J^th year of his reign, and the last was done 
in the 43rd year of Queen Elizabeth. By these successive debase- 
ments, the number of pennies struck out of the pound weight of 
silver had been increased from 240 in the reign of William I. to 
744. By this means the Mint Price of Silver, which was origin- 
ally £1, had now become £3 2s., and the value of the Pound in 
tale was diminished in the ratio of 32 to 03 

The second method of debasement was chiefly practised on the 
Gold Coins, sometimes by diminishing the weight of fine gold in 
the Coin, and more frequently by raising the nominal value of the 
Coins, with tlie intention of preserving a proportionate value 
between the Coins according to the relative value of Gold and^ 
Silver in the market at each period. Lord liiverpool then gives 
details of the Jilterations in weight and rating, which had taken 
place in tlie Gold Coins, and also the variations which had taken 
place in the market value of Gold and Silver. He then describes 
the confusion and disturbance which had been caused by these 
changes in the value of the Coins ‘ 

Lord Liverpool then describes the debasement of the Coins by 
diminishing their purity in the reigns of Henry VII. and 
Edward VJ., but as these wore merely temporary, we need not 
further notice them 

Lord Liverpool then having given a long and intricate 
account of the principles upon which the Coinage of this country 
had been based for several centuries, and the inevitable and*- 
irremediable evils which had been produced by it, proceeds to lay 
down the principles upon which, in his opinion, the system of 
Coinage should |)e based 

1. I will endeavor to prove that the Coins which are to be the 
principal measure of property ought to be made of one metal only. 

2. I will show of what metal the Coins of this Kingdom, 
which are to be the principal measure of property, ought to be 
made 

3. I will show upon what principles the Coins of the other 
metals ought to be made 

The first of these propositions had been demonsjbrated by 
Sir William Petty, Mr. Locke, and Mr. Harris, and the reasons 
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upon which they came to this conclusion were too well founded to 
be shaken 

In the earlier periods of our history, wlien only Silver Coins 
were current, there was no occasion to advert to this principle. 
But when Gold Coins were introduced, the Sovereigns of this 
country endeavored to regulate the rate at which these Gold Coins 
should be current, according to the relative value at which Gold 
and Silver Bullion in each respective period sold at the market. 
There was indeed less difficulty in those times in preserving the 
relative value of the Gold and Silver Coins according to the price 
of those precious metals in the market than at present: for before 
the discovery of the mines of America, the relative value of Gold 
and Silver fluctuated in a less degree than in later times. Gold 
Coins then constituted but a small part of the currency of the 
kingdom : the commerce of the country with foreign nations was 
much less extensive than it has become in the two last centuries : 
so that the circulation of our Coins was confined, in a great 
measure, within the kingdom, where the aiithoril y of Sovereign 
in giving a nominal value to the Coins had a greater influence, 
and was more re§.dily and correctly obeyed. In those early times 
the traffic in exchanges with foreign nations was not much 
practised or well understood 

But in the reign of James I. the evils resulting from the 
fluctuations in the relative prices of the metals were felt in a most 
alarming degree. In the first year of his reign the complaints of 
the exportation of Gold Coin, on account of the low value at whi(‘h 
Gold was estimated at the English Mint in comparison to Silver, 
were great and incessant. To remedy this evil the King- 
raised the value of Gold in his Coins by successive proclamatioTis, 
but at last he raised it too much : so that, during the remainder 
of his reign and the whole of tl>at of Charles 1., the Silver Coins 
were in their turn exported, and a very small portion of them 
remained in circulation. In 1()G3, when the relative value of 
Gold and Silver was re-estimated at the English Mint, Gold was 
underrated and all the Gold Coins then made would have been 
immediately exported, if the Government had oblig(‘d tlie people 
to receive them as legal tender at the nominal value of them in 
the Mint*indentnres. But Government allowed the Coins to be 
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received at the value which people set upon them, according to 
the relative price of Gold and Silver in the market. After the 
recoiriage by William III., Gold Coins passed currently at a higher 
value than they were rated in the Mint indenture, or than the 
relative value of Gold and Silver would then justify : not by the 
authority of Government, but by the general consent of the 
people. The consequence was that the new Silver Coins began 
immediately to be melted down and exported. The same deficiency 
in the number and weight of the Silver Coins remained to that 
day 

Janies 1. consulted Bacon, Coke, and many other eminent men, 
but they were unable to devise a remedy for the evil. A 
posthumous treatise by Sir William Petty had been published in 
in which the true doctrine was first enunciated, suggesting 
the remedy so long soiiglit for in vain. Locke and others 
supported him in this opinion : but this true princijile, which 
solved the dilliculty, had never yet been carried effectually into 
practice * 

JIuring the whole of the period when our Coins were in so 
great a state of confusion, the commerce of the qpuntry had been 
constantly increasing, and the balance of trade was almost always 
in favor of the country. These evils did not spring from a want 
of the precious metals, but from a continual conflict between the 
Coins made of different metals : and this circumstance promoted 
the practice of melting down and exporting one or other sort of 
Coin, whenever the metal of which either of thorn was made « 
happened to be luidcrrated at the Mint, and a profit could be 
made thereby: a trallic from which the public derived no 
advantage, but suffered great loss : carried on by a class of men 
wlio were always preying upon the iDublic, and therefore they 
ought to be discouraged as mu«li as possible by every wise 
Government 

The truth of the principle that the Coins, which are the 
principal measure of property, can be made of one metal only was 
further illustrated by the practice of Venice, Genoa, Amsterdam 
and Hamburg, which made all foreign and other bills, exoeeding 
a certain amount, payable only in Bank Money. These were 
small* States, and were overrun with all sorts of foreign* coins, ill 
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regulated and defective. To remedy tliis, these States formed 
Banks of Deposit. Tlie managers of tliese Banks gave /Yr/y;/.s.svvs*, 
receipts, or notes, in return for the Gold and Silver ihillioii or 
Coins, considered as such, placed by individuals in their custody : 
or they gave them Credits in their books to the amount of the 
value thereof, with tlie right of transferring them 

These receii^ts or notes, and this riglit of making transfers, 
called Bank Money, represented the Coins according to tlie 
standards of their respective Mints : tliey, therefore, retained a 
certain and undisputed value : and they became tlie fixed standard 
or measure, according to which mercantile payments were made 

But in extensive Kingdoms, wliieli arc at thi^ sann^ time 
greatly commercial, no such system ever existed: nor would it be 
possible to carry such a system into execution. One Bank of 
this description would not he sufficient in such a country as 
Great Britain, and great iucouvenieiices might n^sult from the 
establishment of many in different parts of the Kingdom. The 
Coins of the Kingdom are thend'ore necessaiily the principal 
measure of property, and the inslrunionfs of eoinnieree : and from 
thence results the necessity in this country of having Coins made 
of one metal only, which should serve as an invariable measure for 
the purposes above mentioned : and for the same reason these 
Coins should be kejit in the greatest possible perfeeiion 

It appears, therefore, not oidy from the (blearest dcaluetioii of 
reason, and by the concurrent opinion of the most eminent 
writers, but by tlie evidence wbicli long experience in this 
Kingdom afforded, to be a certain and incontrovertible principle 
that Coins, which arc to be made the principal measure of property, 
can be made but of one metal only. The Ooin^s made of other 
metals may be useful, and even necessary : but they must take 
their value and pass into cniTeifcy, according to the rate, or value, 
given to them by the Sovereign with reference to that (.oin, wliich 
is the principal measure of property, that is of the standard Coin. 

It being then established that the Coins, wliich an^ to be the 
principal measure of j^roperty, can only be made of one metal, the 
next point to be considered is, whicli metal is it to be. Mr. Locke 
and Mi\ Harris held that Silver should be that metal.* But 
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Sir William Petty, wlio was more a man of business and of the 
world than either of these two, acknowledges that, as matters then 
stood, Silver was the matter of Money. But he expresses a doubt 
whether in that sense there w'as any such Money or rule in the 
world. He judged rightly. It is certain that the Governments 
of Europe have not in general paid attention to this rule : nor is 
it surprising that persons wholly occupied in official business 
should not have had leisure to study and understand so abstruse 
and complicated a subject 

As a matter of Law, Gold and Silver Coins had been for 
several centuries equally legal tender : but as a matter of fact, 
ever since the recoinage by William III., people had preferred 
Gold Coins even at value exceeding their market value, either 
from motives of convenience, or from some other motive. What- 
ever the motive was, the fact was certain. It was equally certain 
that a great part of the perfect Silver Coins, which had been so 
lately issued in great plenty, had disappeared, and were either 
melted down or exported. The Gold (^oins, then, from that time 
were in fact preferred, and became the measure of property in the 
opinion and practice of the people 

In 1717 the rate of value of the Gold Coins was fixed by 
proclamation : the Mint indenture was altered in conformity witli 
the proclamation : the Guinea was ordered to pass for 21^., and 
the other Gold Coins in proportion. They have since continued 
to be current and legal tender at that rate, though it was higher 
than their market value compared with the perfect Silver Coins. 
Before that time great payments had frequently been made to the 
Exchequer in bags of Silver, as they were then made in some 
foreign countries, but since that time no considerable payments 
had been made either at the Exchequer, or to individuals, in 
Silver Coins : the only use in which they had since then been 
employed was in payments for small sums, or as change for Gold 
Coins. The Silver Coins have, therefore, become subservient to 
the Gold Coins : and the Gold Coins had then become in the 
practice and opinion of the people the principal measure of 
property 

Mr. Lowndes himself acknowledged that great copj^entions 
daily arose in all fairs, markets, shops, and other places throughout 
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the kingdom, to the disturbance of the public peace, in consequence 
of the defective state of the Silver Coins. That trade was on 
that account greatly lessened: that persons, before they concluded 
any bargains, were under the necessity of settling the price or 
value of the very money they were to receive for their goods, and 
they set a price upon their goods accordingly. These pra(^ticcs 
had been one great cause of raising the price, not only of all 
merchandize, but of every article necessary for the sustenance of 
the people. The receipt and collection of the public taxes, 
revenues and debts were greatly retarded. Q"lie cause of these 
evils was clear. The Silver Coins, which were then the principal 
measure of property, were greatly deficient ; every commodity then 
rose ill its value in proportion to this deficiency : they all took 
their value in reference to the Hilver C^oins. Jkit none of these 
evils had happened for many years past, in consequence of the 
existing defect of our Silver Coins. There is no reason to suppose 
that any commodity has on this account risen in its price, or 
value. The reasbn was that the practice and opinion of the 
people had changed with reference to the principal measure of 
property. The* Silver Coins had ceased to be the principal 
measure of property. All commodities now take their price, or 
value, in reference to the Gold Coins. For this reason, the present 
deficiency of the Silver Coins has no eflect on the price of 
commodities. It is clear, therefore, that in the ])ractice and 
opinion of the people, the Gold Coins hud become the principal 
measure of property 

The foregoing facts clearly proved the opinion of the people 
of Great Britain in their interior commerce and domestic concerns. 
The opinion of foreign nations was exactly thp same. In the 
reign of William III., the exchanges with the Ijuw Countries had 
fallen so much that persons lost \s. in the Pound on all remittances 
there : the exchanges with Hamburg and the East were lower 
still : and even worse to all the countries in tiic IVIediterraiiean. 
The most. favorable of our exchanges was i^O per cent, against the 
country. These facts were confirmed by the most eminent writers 
on Exljhanges. Foreigners at that time considered the Silver 
Coins thgn very defective, as the principal measine of projjerty 
and of foreign commerce, and they rated their Exchanges 
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accordingly. Bufc these evils had ceased since 1717, though the 
Silver Coins continued to be very defective. But the exchanges 
were very adverse to us when the Gold Coins had become deficient. 
This was the cause of the great recoinage in 1774. Bub since the 
recoinagc, the exchanges had been rectified 

For many years previous to the recoinage in 1744, Gold 
Bullion had be(*n higher tlian its Mint Price. It was sometimes 
as higli as .£4 the ounce. From 177)7 to 1773 its average price 
was £3 per ounce, or l.s*. 4|^/. above the Mint Price. 

But immediately after the recoinage Gold Bullion fell below the 
Mint Price. For 20 years previous to 1797 the Bank paid for it, 
on an average, not more than £3 17^^. 7ij^^., or 'l\d, under the 
Mint Price. Tlie condition of the Gold (.^oins also affected the 
price of Silver Bullion. Neither before nor after the recoinage 
was the price of Silver Bullion aflectcd by the bad state of the 
Silver Coin. From which it is clear that the price of Gold and 
Silver Bullion had for 40 years been estimated by the state of the 
Gold Coin only, and nob that of the Silver Coin. Thus, in the 
opinion of the dealers in the precious metals, the Gold Coin was 
the principal measure of property and the instrument of com- 
merce. Thus foreign merchants concurred with the people of 
this (jonntry in considering the Gold Coins as the standard 
measure of property 

All these reasons, as well as others, showed that Gold ought 
to be adopted as the single metal of the standard Coin : and that • 
the Gold Coin should be coined free from any seignorage, or 
charge, as it had been sim^e 1663, in unlimited quantities 

Where the function of Gold Coin ceases that of Silver Coin 
should begin : and where the function of Silver ceases that of 
Copper should begin 

The suggestions of Lord Liverpool could not he carried out in 
1805, as payments in casli by the Bank of England were at that 
time suspended. But we shall now see how his Treatise was 
received in India, which was at that time greatly disturbed by a 
multiplicity of Gold Coins and Silver Coins, whose value was 
constantly fluctuating : and the East India Company had 
endeavored to introduce Bimctalism into India, which turned out 
B signal failure 
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Bimetalism in India 

We have now to recount the attempt of the East India Com- 
pany to establish and maintain Bimetalism in India, and its 
hopeless failure 

The original standard money througliont India before the 
Mahommcdan conquest was gold, with copper for small change. 
The Mahoramedans never conquered Southern India, so Gold and 
Copper continued to be the standard money in Southern India 
until 1818 

The Silver rupee was first coined in 1*542 by Slier Shah, who 
usurped the throne of Babar. This coin weighed 174*4 grains 
Troy, and was nearly pure silver, and it retained its purity till 
1772 

' Akbar the Great remodelled the Gold Coinage. Ills Gold 
Mohur was 170*5 grains, and nearly pure gold : this Coin was 
preserved until thb extinction of the Mogul dynasty 

•In process of time the Silver rupee came to be held as the 
standard coin in Northern India, and the Gold Coins passed at 
such values as the parties agreed upon 

/ This having been found inconvenient, tlie East India fJom- 
pany, 17GG, endeavoured to establish Bimetalism, or a fixed legal 
ratio between the Gold and Silver Coins. They struck a Gold 
Mohur, and ordered it to pass current for 14 sicca rupees. But 
®as the Coin was much below the value of the silver in the rupees 
according to the market value of gold and silver, it was found 
impossible to get it into circulation. It was accordingly called 
in, and in 17G9 a new Gold Mohur was issued, and ordered to 
pass current for IG sicca rupees. But this new coin was not a 
success, and had very little circulation beyond Calcutta. The 
Company being in great perplexity at the disorder of their 
coinage, sought the advice of 8ir James Steuart, who had the 
greatest reputation as an Economist in England, hefoie the 
publication of Adam Smith’s Wealth of Nations in 177G 

Sir James Steuart accordingly drew up a treatise for them on 
the subject^ 

^ The priueijiles of Monet/ ajpplied to the present state of the Coin of Bengal. 1772 
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He speaks of the abuse of giving Coins denominations above 
their market value. From the earliest times the equivalent of 
commodities was reckoned by the weight and purity of the metal ; 
and it was not till modern times that Princes attempted to set an 
arbitrary value on the Coin by denomination (?). This stamp 
was originally intended to certify the weight and the fineness of 
the Coin, and it was a great abuse to find Coins bearing the same 
name while their weight differed 

To reduce the Winchester bushel to a drinking glass, and to 
call a glass of wine a bushel of wine is not more absurd than to 
call that a pound which docs not weigh an ounce. It is from 
this that the science of Money has become so intricate 

All the qualities which make the precious metals so desirable 
for equivalents have been defeated by giving them denominations 
which had no reference to their weights : by dividing the same 
species into different masses of the same value, as well as into 
equal musses of different values. If we restore the metals to their 
primitive functions the subject of Money becomes quite simple 
By Coin Sir J. Steuart meant pieces of Gold and Silver of a 
definite weight and fineness. Worn out and degraded Coin ought 
to be called Bullion and not Coin 

By Money Sir J. Steuart meant only the denomination which 
determined a proportion of value, AVhat Sir J. Steuart means by 
denomination is often termed ‘‘Money of account.” Thus 
accounts in this country have always been kept in “Pounds” ; 
but the actual Coins were an infinity of gold and silver coins.* 
So an account of so many “ pounds ” would in the iast century 
have been paid in Bank Notes, guineas, silver and copper. The 
“ pounds” expre^ssed in a Bank Note, a bill, or bond are denomina- 
tions of money, but they are not Coins any more than they are 
bullion ‘ 

The use of Money is to value goods ; and it consists merely of 
denominations which keep as exact a proportion as numbers do. 
The next thing is to ascertain the exact value of these .denomina- 
tions, which is the function of Coins 

Coins consist of pieces of gold and silver, whose weights and 
fineness must be as exact in tlieir proportions as the denominations 
of money. But Coins which lose their weight and fineness become 
bullion 
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But if the deiioiiiination of the Coin be changed without any 
alteration in its weight and fineness, then the value of the 
denomination is changed, but not the value of tlie Coin. As long 
therefore as such pieces of Gold and Silver preserve their weight 
and fineness, they ought to have the same denomination, and pass 
current according to their denomination as material money. If 
these principles are adhered to, the value of the money and of coin 
will remain as invariable as the nature of the metals will permit 

The expense of coining naturally adds a value to the Coins 
beyond that of the metal, and this value is in many cases 
arbitrary 

But the greatest defect of material money arises from the 
rivalship of the metals themselves. They have been adopted 
equally as a medium of commerce, or as an adequate equivalent 
for everything that can be bought. And how can the value of 
the Coins remain stable while that of the metals varies ? 

It has long been the custom in India to coin gold and silver 
into pieces of the same weight and fineness, as for example rupees : 
and the gold rupee usually passed for 14 silver rupees : or the 
ratio of gold to silver was 1 to 14 

A master, say, gives his shroff a salary of 1,100 rupees : he 
may pay him in 1,400 silver rupees, or in 100 gold rupees. Now 
suppose that the price of gold rises in the market, and the gold 
rupee becomes equal to 15 rupees. The master tlien pays his 
shroff’s salary in silver only. The shroff complains that he never 
receives gold. The master says that he promised to pay 1,400 
rupees, and he does so : everyone paid him only in silver : and he 
can only pay in what he receives. Besides, what good would it 
do to pay in gold ? Says the shroff, if he received payment in 
gold he would melt it down : and so with one gold rupee, he 
could buy 15 silver rupees in the*markcfc. So he lost 1 rupee for 
every 14 he got in silver coin. The master says it is roguery. 
No, the denominations of gold and silver coin should he in exact 
proportion to their market value as metals. Now the 14 silver 
rupees are no longer worth a gold rupee, when the gold melted 
down will buy 15 rupees. Thus both are losers, because silver 
rupees are no more of the same value as they were : and as tiiey 
buy less gold, so they will buy less of other things. If one v^ent 

VOL. II., PART 1 ^ 
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to market, things would cost less if paid in gold rather than in 
silver. Thus the change in the value throws the whole of business 
into confusion 

Sir J. Steuart shows that if cither gold or silver coin be 
made the standard, the other must be adjusted to it from time 
to time 

From this ifc follows that in every country where revenues, 
salaries, bonds, and obligations are given, specified in one certain 
unit of money, it is of the greatest consequence that the standard 
unit should be preserved invariable 

Tlie Coins of a country may be changed when the market 
value of gold and silver changes: but in all such changes the 
denominations given to the new Coins must preserve an exact 
proportion of value to the standard unit of account by which 
accounts are kept. In Bengal the unit of aecount is the current 
rupee. To suffer this standard denomination to be valued by the 
accidental currency of any coin is contrary to principle. The 
current rupee, and not the sicca, in any coin* whatever, must be 
the standard by which every Coin or currency is to be valued : 
and no precaution ought to be omitted to fi}^ or ascertain its 
own value. By this standard all accounts are kept, and the 
value of all Coins ascertained at the Mints, and by the shroffs, 
and if one invariable standard be not found, what security is 
there for creditors and debtors ? 

Why does no nation keep their accounts in any specific coin ? 
Neither the pound sterling, nor the denominations of other 
countries, nor the current rupee in Bengal are specific coins 

The reason is, that however at the first establishment of any 
currency the capital or standard money of account may have 
been realized in a specific coin, yet the variations in the respec- 
tive value of the metals has obliged all nations to depart from 
their first regulations 

[But, we may add, a much moie potent cause has been that 
in every State the Prince conceived that he had the right to 
diminish the weight, and debase the purity of the coin as much ‘ 
as he pleased, and still call the coin by the same name] . 

Before the discovery of America, gold was seldom more than 
10 hr 11 times as valuable as silver : but when aftdi* that the 
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price of gold rose, Princes would nut add a little more weiixlit to 
tlieir silver coin, as they ought to have done, bearing the 
denomination of their standard unit, or take some gold from 
the coins of e(|ual denomination with the silver. The silver unit 
of the standard was therefore debased, which caused the melting 
down and exportation of the gold, which became underrated. 
Upon finding the gold become scarce, and coming no more to 
their Mint, to encourage its being brought in, they raised the 
denomination of the Coin, instead of taking a little from its 
weight 

liaising the denomination of the Coin did not add to its 
market value : but it lowered the value of the Doiominaflon 

Sir J. Steuart did not perceive that diminishing the weight of 
the Coin, and retaining the same denomination was exactly tlic 
same principle as raising the denomination of the existing 
Coin : and that while the latter was a very simple process only 
requiring a Koyal Proclamation, the former would have been a 
very slow and expensive process, necessitating the calling in and 
recoining of the whole of the gold money 

When the vnjue of gold rose, more silver ought to have, been 
added to the silver coins. But as this was an expense to the 
Prince, he preferred to raise the denomination of the Cold Coins, 
and by this he debased the value of all his future revenues 

By the high rating of the Cold ^lohiirs in Bengal in 1706, 
and by raising the denomination of the suiiiiat rupee in J771, 
• without adding one more grain weiglit to them, the value of tlie 
current rupee is debased, but the value of the gold and silver coin 
is not raised 

The GoldMohur of 1700 was not really worth more than Hi 
sicca rupees ; or current rupees. But the mohur was 

raised to pass for 11 sicca rupees: so nobody would give M sicca 
rupees for this coin : and the silver all disappeared from 
circulation 

But the Gold Mohur was reckoned in the Company’s accounts 
for 14 sicca rupees : or IG’24 current rupees. Thus a Coin passed 
for 16;24 current rupees, which was really worth no more than 
13*34. This was debasing the value of tlie current rupee, and 
diminishftig the value of all the revenues of the Comj)any 
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If a guinea were raised to £50, this would not add to the 
value of the guinea, but it would debase the pound sterling 

By the regulations of 1771 the same operations were made on 
the Silver Coins : sunnat rupees were to be received as sicca rupees, 
so that 100 of these Coins which were now equal to 111 current 
rupees, were to pass for IIG rupees. This would cause a great 
loss to the Company’s revenues, and the salaries of their servants < 
Siccas, annas and pice were all denominations of weights. 
One sicca=10 annas=171)*55J 1 grains Troy : and one anna=lG 
pice. The consequence of the multiplicity of the Coins and their 
differing degrees of fineness was that no one could tell the value 
of the Coins he possessed. No one could pay his rent without 
calling in the aid of the shroff. Nor could the Treasury deter- 
mine tlie value of tlie Coins paid to it without the aid of a shroff. 

In former times Gold Coins were left to find their market 
value wdth respect to silver. The Gold Itupee passed sometimes 
for 12, K), M, and even 15 silver rupees, which all proceeded from 
the variations in the value of the metals 

But till 17GG no attempt had been made to fix a legal ratio 
betw'een the Gold and Silver coins. The Gold Mohur had been 
coined of the same weight and fineness as the sicca rupee of 
Bengal 

But complaints having been made that silver w^as exported 
to Cliina, and great quantities of gold being then in Bengal, cither 
in ornaments, or in Coin, or hoarded away, it was proi)osed as an 
expedient to augment the quantity of specie in currency, to make a^ 
coinage of gold, in which encouragement should be given to bring 
gold to the mint from its secret places, and from foreign countries. 

But the GoYerument did not consider that every encourage- 
ment given to Gold in pi’eference to Silver occasioned the melting- 
do wu and exportation of the Sih’er Coin. The only encourage- 
ment possible to be given to the Gold Coin was to rate it higher 
than tlie market value of the Silver Coin : i,e.^ to overrate the 
Gold Coin in payment, so that every one should pay in Gold 
rather than in Silver. The consequence of the measures of the 
Government was to overrate the Gold Coin by 17^ per cent*. The 
same doctrines were then current in England : the only effect of 
which was to debase the value of the Silver. In proportion as 
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we raise the denomination of a Coin above its market value we 
debase the value of such denomination, and promote the exporta- 
tion of what is undervalued. If guineas were raised to 22 
shillings in denomination : or if the Mint coined 4G guineas 
instead of 44^, out of a pound of gold, this would debase the value 
of the pound sterling 

The pound sterling \vould then be only worth |2 of a guinea 
instead of . By this means the Bank would gain upon all 
guineas they might then have in their coffers. But, on the 
other hand, they lose of the interest Government pays them 
on their stock : or £15,000 a year in perpetuity 

These effects took place in Bengal. If the Gold Mohurs had 
been made legal tender at that rate, the whole Rilver would have 
disappeared : and the current rupee w'ould have drawn its value 
from the mohur (as the pound sterling now draw’s its value from 
the guinea) and consequently have lost 111 per cent, of its value. 
Thus the Company must have lost every year for ever for the 
sake of making a present of 17 per cent, to the shrofls upon 
the first issuing of the Coin 

For a similai* reason the pound sterling has been debased, 
first by allowing guineas to pass for 21.v. which are worth no more 
than 205. [205, 8^/.] in proportion to our sterling Silver (>oin: 
and then by suffering light guineas, whicli are many of them 
worth only 185. to pass for 215. The similarity of circumstances 
in England and Bengal with respect to the over-rating of gold is 
a further apology for tliis monstrous abuse. One pound sterling 
in new guideas, if compared with our standard Silver (Join, has 
indeed lost only 5 per cent. The current rupee lost for a time 
17-^ per cent., but then tlie greatness of the doss roused the 
Indians and forced the Company to desist 

The doctrines of Sir J. Steuarb with respect to the attempt 
to maintain a fixed legal ratio betw’cen Gold and Silver Coins 
issued in unlimited quantities are admirable, and in entire 
agreement with those of Oresme, Copernicus, Gresham, Petty, 
and Lobke : and as there is no reason to suppose that he w'as 
acquainted with their works, it shows that clear aud pow;erful 
minds arguing on the same state of facts come to exactly 
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the same conclusions independently of each other. We 
cannot say the same of his proposed remedy that the Coins should 
be altered in their weights from time to time to meet the altera- 
tions in the market value of the metals. Such a plan is absolutely 
impracticable. It would possess no element of stability. Every 
change in the market value of the metals would require a fresh 
calling in and recoining of the Coinage, at an expense and worry 
which no country could stand. All other remedies being 
exhausted, there is no resource but to adopt Petty and Locke’s 
])lan of Moiiomctalism : and w^e conclude that Sir J. Stcuart was 
not acquainted with Locke’s treatise, because if he had been, so 
able and clear-sighted a man could not have failed to perceive 
that it is the only possible remedy in the case 

In consequence of Sir J. Stenart’s treatise, regulations were 
made in 1772 to make the gold mohurs receivable at the public 
treasuries, and in all public payments thi’oughout the provinces, 
at the rate of 16 sicca rupees : to make them legal tender in all 
private transactions : and to impose a duty on all gold bullion 
sent to the Mint to be coined, so as to prevent too large a 
quantity of coin getting into circulation, and “to diminish the 
advantage derived from importing it in preference to silver 

But still this was not satisfactory : and further regulations 
were made in 177^1, saying that the principal districts in Bengal, 
Behar and Orissa, had each a distinct silver currency which was 
the standard in their respective districts : this caused great con-^ 
fusion and loss to the ryots. The regulation then enacted 
measures for superseding all other silver currency in Bengal by 
the nineteenth sun sicca rupee. The regulation then said that 
the rules by whibh the gold coin had been regulated had produced 
evils similar to those which prevailed >vith regard to the silver 
coin 

The Government of the East India Company had good cause to 
complain of the multiplicity of the gold and silver coins that were in 
circulation, and the serious losses they sustained by their continual 
variations in value, as at that time there were 139 different 
kinds of gold mohurs : 61 different kinds of gold pagodas 
or lyms : 24 different kinds of fanams : and 59* different 
kinds of foreign gold coin : also 556 different kinds of silver 
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rupees : and 155 different kinds of forei<>ii silver coin in 
circulation in India : differing in weight and fineness. These 
vast numbers of coins were not attempted to be tied together by 
any fixed legal ratio : as indeed would have been obviously im- 
possible, as they were issued by a multitude of independent 
princes, who claimed the right of coining, in the decadence of the 
Mogul Emperors, and if they liad been so, the greater number 
would have disappeared from circulation. But they were con- 
tinually varying in their market value : and consequently the 
difficulty of rating them in any system of accounts was enormous. 
In fact no one knew the value of the coins they possessed. All 
payments had to be made by the intervention of shroifs, which, 
of course, opened the door to abundance of fraud 

The Government were still in a state of perplexity at the 
failure of their attempt to establish a fixed legal ratio between 
the coins of different metals — or in other words Biinetalism — 
when Lord Liverpool’s Treatise on the Coins of the realm w^as 
published in 1805 


The Governor-General of India in Council iitterhj coidemns 

Bimetalism 

Lord Liverpool’s Treatise on the Coins of the Realm 
reached India in the beginning of 1800. At that time the 
Finances of the G overnmeiit were greatly troulded by the fact that 
large amomits of Gold and Silver Coin were in circulation, whose 
relative value was constantly varying. The Governor-General 
in Council took the whole subject of the Coinage of India into 
consideration, and issued a Minute on the 25th of April, 1806, 
to the Governments of Madras itnd Bombay on tlie whole question. 

We lay before our readers the part of this iinpoitaut Minute 
relating to Bimetalism in full, because it is of decisive weight, 
and it has never been made public before : and we are only 
enabled to do so by the courtesy of the India Office 


The ^Minute begins by stating the serious losses which had 
been incurred by the different Presidencies in India from 1^70 to 
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1802, in consequence of the circulation of so many denomina- 
tions of. Gold and Silver coins of different values in different 
districts. The losses from these circumstances had on investiga- 
tion proved to have been far in excess of their expectation 

They then enunciated a scheme for a uniform system of Gold 
and Silver Coinage throughout their whole possessions 

We now give the part of the Minute relating to Bimetalism 
verhatim 

“ In the prosecution of our inquiries we have referred to a 
Letter from the Earl of Liverpool to the King on the Coins of 
the Realm (lately published), copies of which we transmit with 
the present despatcli. Wc think his Lordship has established 
the principle that the ‘ Money or Coin which is to be the principal 
measure of property ought to be of one metal only.’ In applying 
this argument to a Coin for general use in India, there cannot be 
a doubt, in onr opinion, tliat such Coin must be of Silver ” 

Then follow details of the new system of Coinage proposed, 
which we omit, as not affecting the general principle of the 
question. They tlicn continue — • 

‘‘It is our opinion, supported by the best authorities, and 
proved by experience, tliat Coins of Gold and Silver cannot 
circulate as legal tenders of payment at fixed relative values as in 
England and in India, without great loss : this loss is occasioned 
by the fluctuating value of the metals of 'which the Coins are 
formed. A ])ro]K)rtioii between the Gold and Silver Coins is • 
fixed by law, accordintj to the Value of the Metals, and it may be 
on the justest xwinciples : but, owing to a change of circumstances, 
Gold may beempe of greater Value in relation to Silver than at 
the time the proportion was fixed : it, therefore, becomes profitable 
to exchange Silver for Gold, so ’'the coin of that metal is with- 
drawn from circulation ; and if Silver should increase in its 
value in relation to Gold, the same circumstances would tend to 
reduce the quantity of Silver coin in circulation. As it is 
impossible to prevent the fluciuatmi in the value of the metals, so 
it is equally impracticable to prevent the consequences thereof on the 
Goins made from these metals 

I^rom these circumstances the Coin of England has been much 
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disordered, and the papers referred to have plainly shown the 
Josses and inconveniences experienced in India from similar 
causes. The loss in Bengal was certainly enhanced by giving to 
the Gold Coin at the period of its issue an improper Value in 
relation to the Silver Coin. Loss and inconvenience have been 
occasioned at Madras by the contrary error, where the Silver 
Coin was rated at too high a Value in relation to the Gold Coin. 
But there is a radical defect in the 'principle itself (f (jiriiuj a fixed 
value to metals in Coiny that are in their nature subject to coniinual 
change: because the metals being articles of commerce, their 
value will fluctuate with the demand. Had tlie nicest proportion 
been fixed between the Gold and Silver Coins of Bengal and 
Madras at the time of their issue, yet the first alteration in the 
price of the metals would have occasioned the Baila (premium) 
so much complained of, though such Batta had not existed before. 
The alteration in the value of the metals in Europe has been the 
principal cause of the present state of tlic English Silver 
Currency : a debased and counterfeit money having been intro- 
duced into circulation, which does not possess above om^-third of 
the intrinsic vaUie of the legal Coin of the realm. To adjust 
the relative values of the Gold and Silver Coins according to the 
fluctuations in the value of the metals would create continual 
difficulties, and the establishment of such a i)rinciple would of 
itself tend to perpetuate the inconvenience and loss 

It is from a consideration of these circumstances that we 
liave been induced to conclude that our Gold Coin should not be 
forced into *t;irculation at a fixed value in regard to the Silver 
Coin, but left to find its own level according to the usefulness it 
may possess as a Coin, being issued according to tjie market value 
of the metals, and received by our olliccrs in the same manner. 
From this regulation no other* loss could be suffered by the 
Company or tlie Public than what might be occasioned by the 
varieties in the prices of the metals : and it is not to be appre- 
hended that these prices could be materially affected by any 
artifice, or device, as there could not be a quantity of Gold Coin 
in circiflation much beyond the wants of the community 

The contrary practice of forcing the Gold Coin into circula- 
tion, on t£eplea of a want of Silver Currency in Bengal, has* had 
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the effect of reducing the value of the Gold Coin by its abundance 
beyond the difference in its real value, and increasing the Batta 
accordingly. We do not imagine that any very considerable 
quantity of Gold Coin will obtain circulation in Bengal, and 
although it has been alleged a Gold Coin is necessary to supply 
the place of the Silver Coin which frequently disappears almost 
as soon as issued, yet it must be remembered no regulation or 
expedient can be devised to keep the Coin in any countiy where 
the Balance of Trade is against it, and where to this principal 
cause of a deficiency in the Circulating Medium is added a 
prevailing disposition on the part of the people to hoard the Silver 
Coin : where these circumstances exist, all attempts to force a 
Gold Coin where Silver only is the common medium will be 
attended with loss and disappointment 

‘‘ We do not apprehend any difficulty can attend the intro- 
duction of a Gold Coin into Bengal, on the principle that it 
should pass at its market value in relation to Silver, without 
having any fixed relative value set upon it, neither are we aware 
of any impediment to the measure at Bombay. In respect to 
those countries under the Government of Madras, where Gold 
Coins are the principal Currency money of account, and the 
measure by whicli the pay of the troo^is is generally calculated, 
some further consideration appears necessary 

‘‘ We have before stated our opinion that Silver should be the 
universal money of account, and that all our public accounts 
should be kept in the same denomination of laipees, annas, and* 
pice. The Committee of Reform recommended this plan for 
Madras, that their accounts might be assimilated as much as 
possible to the Government accounts of Bengal and Bombay 

After some details of the new Coins to be issued, the Minute 
proceeds — 

“ Our recommendation of the Gold Coin passing generally at 
its market price, the Silver Coin only being the measure of value, 
may, we conceive, be carried into effect with great facility, in con- 
sequence of both Coins possessing the same denomination, weight 
and fineness : as also being alike divided into halves and (Juarters. 
For an example, we have supposed variations may ta^e place in 
the values of the metals from 14 to 1 to 16|- to 1, and it will 
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be seen that the value of any division of the Gold Kupee is 
found in rupees and annas, only on the presumption that the 
market values of the metals will not vary in proportions beyond 
or under one quarter 

‘‘ We have thus stated our opinion in the view of its being’ 
unnecessary to continue a fixed relative value between the Gold 
and Silver Coins ; it appears to us no such necessity can exist in 
regard to Bengal and Bombay, and we hope no such measure will 
be found necessary at Madras : but should our Governments, 
who are assured by the most competent judges, be of opinion 
that local circumstances render it proper to fix a relative value 
between the Coins at Madras, the plan we have detailed seems 
capable of being carried into effect in this respect also witli much 
ease. On the supposition of the quarter Gold Rupee siipydying 
the place of the 8tar Pagoda, at the value of the 

proportion of Gold to Silver is as 1 to 14, v;hich is very near the 
proportion recommended from Madras of 1 to M } 

** Having stated our views concerning a general Currency for 
British India, we deem it unnecessary to make any observations 
on the advantages attending such a measure, as onr Governments 
abroad, by constant experience of the manifold evils of the present 
system, are fully competent to appreciate the benefits that would 
result from the adoption of a plan wdiereby a Coin of one standard 
weight and fineness ^vould become exclusively current as the 
general measure of value 

Resolutions of Parliament as to tJho Silver Coinage 

On the 30th May, 181 G, Mr. Wellesley Poh#, Master of the 
Mint, moved resolutions in the House of Commons relating to 
the Silver Coinage, in answer to a message from the Pi'iuce Regent. 

He said that the Exchanges were now in our favor, the high 
price of bullion which liad existed during the war was now at an 
end, and the precious metals were now at their natural level. 
Silver was then rather under the Mint Price, and Gold very near 
it. It was therefore a fitting time to undertake a recoinage, and 
place it qn such a footing us to enable us to return to a metallic 
Currency 
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Tlie standard Coin of the realm, the measure of value, had 
originally been silver, but in course of time gold had been 
introduced as a convenient measure. As the use of gold coins 
had extended, the difficulty of regulating the -relative price of ‘the 
two metals to each other, as well as regulating the price of the 
Coins to their respective metals, began to be seriously felt, and 
many alterations had been made from time to time in the gold 
money in the hope of keeping the coins of both metals in circu- 
lation. The guinea, coined by Charles II. in 1663, was 
denominated a 20^?. piece in tlie Mint indenture. But as Silver 
was tlien considered as the measure of value, the gold coins 
varied from the rate fixed by the Mint indenture, according to the 
price of Gold Bullion in the market. The effect of tliis was to 
drive the good heavy milled silver coins to the melting pot, and 
to encourage the clipping and defacing of the remaining Silver 
Coins. The commerce of the country was gi’eatly disturbed in 
consequence. The true cause of this was attempting to make 
both coins equally current at a fixed legal ratio, while it was 
impossible to prevent llieir fluctuating in price, and so throwing 
the whole circulation of the country into confusion 

Experience showed that it was not expedient to allow Coins of 
both metals to be equally legal tender to an unlimited amount. 
It had become the opinion of all the eminent men who had 
recently written on tlie subject that there sliould be but one 
standard measure of value. Sir AVilliam Petty, Mr. Locke and 
Mr. Harris were agreed upon this. They all agreed that the* 
standard money cannot be made of two metals whose value with 
respect to each otlier was constantly changing. Hence only one 
metal is fit to^be made standard money and tlie measure of 
commerce. These opinions had been corroborated by Mr. Alcorne, 
Adam Smith, Lord Liverpool, aiid the Bullion Committee, All 
these authorities agreed that the standard measure of value and 
the standard coin of the realm should be of only one metal. He 
believed such to be the universal opinion 

There had been controversy as to which should be the standard 
metal. Locke and Harris were of opinion that silver should be 
the standard, but they gave no reason for it. But Lord Jjiverpool 
was in favor of gold, and he believed that if Locke had been 
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living then, he would, from the change of circumstances, have 
been of the same opinion. After the great recoinage by William 
III., gold had nearly driven silver out of circulation. The 
public considered both metals to be equally the standard coin of 
the realm ; but as the relative price of the metals was constantly 
changing, it was impossible that Coins of both metals should 
continue in circulation. The gold being overrated, the silver 
disappeared. All the distress and difficulty which had caused 
the great recoinage in 1G95 reappeared. Sir Isaac Newton, to 
whom the matter was referred, showed that the legal ratio of 
gold to silver was too high, as compared with their market value 
throughout the world. At that Lime guineas were enrj-ent at- 
£1 Is. QcL : but, according to the market value of the metals, the 
value of the guinea was only about one pound and sixpence or 
cightpence. Consequently he considered it was overrated by 
10^/. or a shilling. He, however, lU’oposed that it should be 
lowered sixpence as an experiment, which was accordingly done 
in December, 1717. By this gold was for the first time made a 
legal measure of value. Except in the two Acts of l^irl lament 
in 1G95, gold had been entirely neglected by tlic Government, 
and it had always been coined by the Mint indenture to represent 
a 205. piece. But in 1718 it was rated at 21.9. in the Mint 
indenture, and since then it had become in fact the standard 
measure of value, and has always been so considered, not only at 
home, but in the foreign exchanges, and the gold coins had never 
«ince fluctuated in price. Silver since then, instead of being the 
standard, bad come to be considered merely as subordinate both 
at home and abroad. This was in effect clninging the standard, 
and limiting it to a single metal. Tlie silver coinage continued 
to disappear, and had never recovered the shock it received in 
1717. From 1717 to the present time it had been found im- 
practicable to attempt a silver coinage. Tlie dread of the 
competition of the coins of the two metals, if they circulated 
together as the standard coin of the realm, and as equally legal 
tender to an unlimited amount, and the fate of the silver coinage 
of 1695, had deterred the Government from such an attempt, 
and during the whole of the century only £649,000 in silver had 
been coinbd, and in the fifty-six years of the present reign *only 
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d£G4,500 liad been coined. Thus it had become excluded from 
all large payments, and it was merely used as small change for 
the gold coins 

Gold having, in tlie opinion and practice of the public, 
become the standard measure of value, and all our exchanges 
being calculated by coinmou consent with reference to the gold 
coins, they had become much deteriorated by 1773, and seriously 
affected the exchanges. All the old gold coin was called in and 
recoined, and it was enacted that in future it should only be 
current by weight, and that if it had lost one grain of its weight 
it should ceiise to be current. The effect of this on the Exchanges 
was most beneficial. Tlie Exchanges, which had been previously 
adv(?rse, immediately turned in our favor. From this period till 
I7f)7 there had betm little or no fluctuation in the price of gold, 
and all the previous inconveniences disappeared 

lie therefore contended that gold was in fact the standard 
coin of the realm, and that it was fit that it should be so. That 
Parliament also held the same opinion was obvious, because as 
soon as the reform of the gold coin was completed in 1774, it 
was enacted that Silver should not be legal tei,icler in coin, or by 
tale, for more than £25, and for all sums above that it was only 
to be tendered as bullion by weight at the rate of 5**. 2d, per 
ounce. This had been continued till 171)8, when Lord Liverpool 
advised that the coining of silver should be prohibited until the 
whole subject was considered by a Committee of the Privy 
Council. An Act to that effect was passed • 

Mr. Wellesley Pole then stated the principles, upon which 
the new (>oin was to be regulated. If gold was to be adopted 
as the sole legal standard Coin, silver might be coined of 
the established fineness, but a slight diminution might be 
made in their weight, so thatp it might not be exported. It 
might then be made, as Adam Smith had suggested, legal 
tender for not more than a guinea, in the same manner as 
copper was legal tender for not moi’e than a shilling. If the 
])oimd Troy of silver was coined into ()6.s'. instead of (;26f.,and the 
iliflerence between the two retained as a seignorage, he ».thought 
that such a coinage would answer all the purposes of change. 
Thife would raise the value of Coin above Bullion about b per cent. 
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Bullion must rise so much above the Mint price before (V)in could 
be brought upon a par with it : this he lioped would be a sullicient 
protection to keep the Coin in circulation. Thus siher would 
circulate merely as small change for gold. He should propose to 
limit the legal tender of the new Silver Coin to Uvo guineas. 
This, he conceived, would answer every purpose of convenience, and 
guard against the possibility of any traffic in the Coins of the 
different metals, be the price of bullion what it might. The. 
seignorage of four shillings out of G(> would pay the* expense of 
the coinage, which was estimated at per cent., and leave a 
profit to government of per cent. 

The resolutions to that effect were then agreed to, and the 
>sarae evening similar resolutions Avere agreed to by the House of 
Lords 

In pursuance of these resolutions the great Recoinage Act 
Statute, 1816, chap. 08, was passed, which established our present 
system of Coinage, the triumphant success of whi(‘h, while most 
other countries were disturbed by Coinage ti'oiihles, jjas proved 
itself to be the most perfect system of Coinage e\'er devised by the 
ingenuity of man 

By this Act tfie Silver Coins were made legal lender for any 
sum not exceeding 406*. 

The New Coinage was issued in 1817. The Coinage of 
guineas was discontinued, and Sovereigns of tja^ Aulne of 2()s. 
were made the standard coin, and legal tender to an unlimited 
.amount 

Debate o?i Bimetalism m the House of Commons 

On the 8th of June, 1830, Mr. Attw'ood, tvlio was famous 
for his Currency fads, brought forward a motion in tlic House of 
Commons to re-establish Bimetalism. Silver had then diminished 
in value about 5 per cent, from the Mint ratio in 1810, which was 
1 to 154- : in 1830 it was 1 to 16 

Mr. Attwood made an immensely long speech, abounding with 
historical inaccuracies and misconceptions, containing neverthe- 
less a certain modicum of truth. He fully admitted tiie Law of 
Gresham* that peo'ple always pay their debts in the cbea^^st 
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medium : and he stated that it was the express purpose of his 
motion to allow persons who had contracted their debts in Gold 
to pay tliem in Silver, which had diminished 5 per cent, in 
value. lie moved that the Coinage should be restored to its old 
position in 171)7 — That it was expedient to repeal so much of the 
Act r>(), Geo. TIL, c. 08, as declared Gold coins to be the only 
legal tender in payment of all sums beyond the amount of 40.s‘., 
and to (‘stablish Gold and Silver coins of the realm, coined in the 
relative proportion of lOoYVu weight of sterling silver to 
1 lb. of sterling gold, as legal tender for all money engagements, 
as directed and ordered by the proclamation of the 4th Geo. I. 

Mr. Tleri'ics, the Master of the Mint, in tlie course of his 
reply, said that he wonld not detain the House with details upon 
a part of the c| nest ion which did not call for them, but it would 
be sufficient to observe that it was perfectly well known that the 
proportion in which these two metals interchanged then in the 
market of the world was essentially different from the proportion 
of 1708. In fact the hou. gentleman had admitted this : nay, 
the lion, gentleman had gone further, and told them that the 
difference was as much as 5 xicr cent. This was not quite cor- 
rect : the diflerence was not quite so great : but take it to be as 
the hou. gentleman had stated it, and to what result did it lead 
them ? Why tli^ hou. gentleman, ingenious as he was — practical 
as he boasted himself to be — had gravely and seriously recom- 
mended that the Legislature should make Gold and Silver equally* 
a legal tender at the old Mint prices, although in the very same 
breath he acknowledged that these metals differed in value from 
tliese prices as much as 5 per cent. He ivouid venture to say 
that such a proposal had never before been seriously made* 
The hon. gentleman had with great pains and minuteness traced 
the history of our Currency, and had told them how our ancestors 
had been obliged from time to time to adjust the value of these 
two metals, in order to keep them both legal tenders. Indeed 
this was the whole object of Sir Isaac Newton’s tables ; but the 
hon. gentleman derided the wisdom of Sir Isaac Newton, «nd in 
defiance of all these facts, of which by his speech he had proved 
himsldf to be cognizant, not ignorant, he had said — “ Let the two 
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metals be a common tender, and let tlie debtor pay in wbicli he 
pleases . . . 

“Suppose the resolution of the horn gentleman to be agreed 
to, what would be the inevitable result ? Why it would be pro- 
claimed to-morrow from one end of the country to the other — he 
need not specify how — ^that this llouse had come to a resolution 
the effect of which might be shortly stated thus — namely, that 
every man who had claims payable on demand, every man who held 
notes of small or great value, every man who had debts outstanding, 
would, if he secured the amount of what was due to him before 
the resolution passed into Law, get the whole of his money : 
whereas, if he delayed beyond that period, he would only get j£05 
for every £100. It was terrible to reflect upon the consequences 
w'hich must follow. What would become of the Bank of Eng- 
land — what would become of every banking house in the 
Kingdom — what would become of all debtors who were liable to 
pay upon demand all that they owed ? Would not all transac- 
tions of commerce he suspended^ and the whole country present 
one continued scene of confusion^ consternation, and ruin, wlicn 
the House of Commons proclaimed to all who had debts due to 
them, that if they did not collect them on the instant they would 
assuredly be losers to the amount of 5 per cent ? ” After reply- 
ing at great length, Mr. llerries concluded by saying — “ Ho 
could not consent to a motion which he felt would succeed, before 
the setting of the next sun, in creating a panic and confusion 
such as could not be described, and which it Avould then be too 
late to remedy ” 

Mr. Huskisson strongly opposed the motion : he said that “ he 
entirely acquiesced in the opinion already given by the Master of 
the Mint, as the measure would he productive of bankruptcy and 
Tuin^ He altogether concurred with the Master of tiie Mint in 
thinking that if the House agreed to this resolution to-night 
there would he a general ptanic among the people io-morroio, and 
that before the lapse of a iveek it was probable there would not 

be a sovereign remaining in the country ’’ 

» 

Sir Robert Peel thoroughly agreed with Mr. Herries and Mr. 
Huskisson! It was impossible that the scheme suggested cduld 
VOL. II., PART 1 I 
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be productive of any good whatever The proposition 

carried its own refutation on the face of it, for it could not be 
acted on before a month from the then time, so that the creditor 

might clearly take advantage of the interval The notion 

of a double standard tvas totally fallacious^ and would be found 
impracticable in efifect, nor had it ever for a moment been enter- 
tained by Mr. Locke nor any others who had advocated a silver 

standard If they were to act as tlie bon. gentleman 

recommended, in the event of a panic there would be a simul- 
taneous call for gold .... oil would turn to confusion^ and 
fubtic ruin must be the consequence 

The motion Avas negativ^ed without a division 

Mr. Ilerrics, Mr. Iluskisson, and Sir Eobert Peel were the 
three abl(*st financiers of the day. They lived at the time of the 
institution of our present system of Coinage, and they were per- 
fectly aware of all th(‘, circumstances and reasonings which I’en- 
dered the former system hopelessly impracticable, and which led 
to its abandonment 

If they were unanimously agreed that an attempt to re- 
establish Bimetalism, when the diminution in the value of silver 
was only 5 per cent ., would produce a national bankruptcy in 
24 hours, what would be the result at the present day, when the 
diminution in the value of silver has nearly reached 50 per cent, 
already, with every prospect of its going still lower ? At the 
present day debtors Avould be enabled to discharge their debts at* 
the rate of about 10s. in the pound, and if Parliament gave signs 
of seriously intending that every debtor should be enabled to 
discharge his debts at the rate of 1()». in the pound, would not 
every creditor hasten off to liis debtor and demand instant pay- 
ment in gold, and so bring on instant bankruptcy and ruin ? 

The Ei metalists tell us that the adoption of Bimetalism will 
lead to a goklen age^o^,boimdless prosperity 

Mr. Ilem^iSr^i^^Tu^^ Sir Eobert Peel tell us that 

BimetaliijHfivofald brm^ 6^ Bankruptcy in 24 

hours f . •. 

Which of these parties, wilil sensibk i^en believe ? ^ 
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TABLE SHEWING THE SUCCESSIVE DEPRECIATIONS OF THE GOr.D 
AND SILVER COINAGES OF ENGLAND FROM A.D. 1314 TO THE 
PRESENT TIME. 
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The Silver Rupee declared the Sole Legal Tender in India— 
Demonetisation of Gold 

6 . Tlie Govern meiit of India took no action for several years 
on their weighty and important .minute of 1806. But in 1818, 
being ])Ligued as usual witli the cliange in the relative value of 
Gold and Silver, by Regulation xiv. of that year, tliey changed 
the weiglifc and fineness of tlie Gold Mohur, to accord more with 
the market value of Gold and Silver. The Gold Mohur w^as 99 J 
parts pure gold and alloy : the new Mohur was fine gold and 
alloy. The ratio of Gold to Silver was 1 to 14-*861 : it was 
changed to 1 to 15. The new Molinr was to .pass current for 
16 rupe(js as before. These Coins were equally legal tender till 
1835. The Sih'cr Rupee was then introduced as legal tender 
in South(irn India, where hitherto gold had been the standard 


At length in 1835, tlie Government gave up the attempt to 
maintain Bimetalism as hopeless. In that year they coined Gold 
and Silver Rupees, both of 180 grains; 165 grains pure metal, 
and 15 of alloy ; or fine. By Act xviii., of 1835, the new 
Silver Rupee was declared the sole legal tender throughout India, 
but the Gold Rupees were allowed to pass current, and be received 
at the Public Treasuries at their market value in silver 


The great gold discoveries in 1848 and 1849 seemed likely to 
cause a great fall in the value of gold, and Holland, in a moment 
of undue panic^ which it repented of afterwards, hastily demone- 
tised gold 

Lord Dalhousie seems to hare taken the same alarm, and in 
the last week of 1852, he suddenly issued a notification that no 
gold coin of any sort would be received at the Public Treasuries 
after the 1st January, 1853. By this unfortunate action Gold 
was totally demonetised in India. It has been estimated that, in 
consequence of this notification, £120,000,000 of gold <;oin at 
once disappeared from circulation and was hoarded away, and 
this “Inis been the cause of our present troubles * 
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Movements in India to procure the Restoration of ihe Gold 

Standard 

7 . The demonetisation of Gold, hy Lord Dalliousic was soon felt 
ill India to be a disastrous error, and a strong feeling grew np in 
favor of its restoration. The Chamber of Commerce of Bengal 
memorialised the Viceroy on the subject in 1859. But in 18G4 a 
much more powerful movement was made. The Cliamha’s of 
Commerce of Bengal, Bombay and Madras took the lead: and 
other Associations, and many officials of the highest rank, joined 
in it. They unaminously addressed tlie Viceroy to memorialise 
the Home Government to consent to the restoration of the Gold 
Currency 

The Bengal Chamber of Commerce statod that the introduction 
of a Gold Currency into India was almost universally admitted to 
be a positive necessity demanded by various circumstances whi(*h 
had been developed within the last few years : and tliii time laid 
arrived when that necessity should be at once recognised by the 
State, and measures promptly adopted which should gradually, but 
surely, lead to the sj-doption of Gold as the general metallic curreiusy 
of the country, with Silver as the auxiliary. They referred to the 
correspondence they had addressed to the Viceroy in 1851), and 
they requested him to appoint a (.^ommittce to inquii*e into the 
subject 

The Bombay Association addressed a memorial to the Viceroy 
dated 8th February, 18G4, urging the introduction of a (iold 
Currency into India, as the existing Silver Currency was no 
longer adequate for the wants of commerce, which Avas seriously 
crippled by its inefficiency. From time immemorj^il until ivithiri 
the last few years India had an extensive Gold Currency, and the 
superior convenience of it was fully appreciated by the nati\'(*s. 
The measures taken by the Government had suppressed Ike Cold 
Currency, but had by no means extinguished its ])opiilaiMty. Tiie 
few Gold Coins in circulation commanded a considtTabIciprcuninm 
in the market : and the natives made an attempt to remedy the 
defioieney by circulating Gold Bars bearing the stamp of the 
Bombay Banks. That large quantities of gold liad been dis- 
covered in* neighbouring countries, which would greatly lacilftabe 
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the introclucfciori of gold. That tlie direct trade with Australia 
w^as prohibited by the exclusive Silver standard, and the expansion 
of the commerce of India seriously impeded. Tliat a Silver 
Currency might liave been suitable to the country when its com- 
merce was limited and payments in the main extremely small, but 
was very iuconveiiieiit when wealth was largely diffused throughout 
the country, and the operations of commerce had become so 
enormous. The transport of tliis bulky and cumbersome currency 
entailed heavy and useless expense on the country, and was a 
serious impedimeut to trade. The insufRcicncy of the existing 
curr(‘ucy liad already caused severe financial embarrassment, and 
threatened tlui commerce of India witli periodical and fatal vicissi- 
tudes. Idle r(‘foi‘m was very urgently required, and could not be 
delayed witliout threatening national interests. The restoration 
of a Gold ( •urrency would be most popularly received in India, 
both from ancient associations and present convenience 

The Bombay Chamber of Commerce said that the monetary 
condition of India was in the most unsound and unsatisfactory 
state, and its exclusive Silver currency was no longer adequate foi' 
the commerce of its vast population. The trade of Bombay had 
trebled within the last ten years : and last year the aggregate 
import and export trade alone of Calcutta, Madras, and Bombay 
had amounted to 1,OGO millions of rupees. The resources of India 
were only tlien beginning to be developed, and were rapidly 
extending in all directions. That the annual produce of silver 
throughout the world did not exceed 10 millions, while the average* 
annual importation into India during the last six years had been 
II 2 millions sterling, and last year it was 14^ millions. That the 
continued draip of silver for India must derange the Silver 
Currency of all other nations : and it was to the interest of the 
whole world, as well as of India, to introduce a Gold Currency 
into the country. That the special demand of India for Silver 
did not arise from any predilection for that metal, but was 
compulsory, and due only to their exclusive and inconvenient 
Silver Currency. That while the production of silver had 
remained stationary, that of gold had increased and was*then at 
least 150 per cent, more than that of silver; and this revolution 
in the relative quantities of the precious metals sfiowed the 
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necessity of a corresponding adjustment of the currency, and the 
introduction of gold : and that Avhiie there was not sufheient 
silver for India, there was abundance of gold for all. That while 
silver was transported from a great distance at heavy cost, gold 
might be cheaply obtained from adjacent coiuitrios. Thus the 
heavy charges on silver i)revcnted its re-exportation, and thus it 
lost its reproductive power, and was a serious and unnecessary loss 
to India. That the exclusive silver standard and currency of 
India rendered direct trade with Australia and otlier gold 
producing districts impossible, and forced a country with 
abundance of gold to traversg half the globe in search oi* silver 
before she could pay for our commodities. The memorial then 
stated the excessive inconvenience and cost of such a bulky 
currency, which restricted trade and caused great loss of interest. 
The superiority of gold would secure an immediate and intelligent 
welcome for it in India. That the importation of gold into 
India had steadily increased for many years, though it was not 
legal tender. During the last year seven millions sterling had 
been imported, and since the returns last quoted, the importation 
into Bombay alo^iie from the 1st May to the 61st December had 
been millions sterling. That the Natives themselves had 
devised a rude remedy for the deficiency of the existing silver 
currency by using gold bars stam 2 )ed by the Bombay Banks as a 
circulating medium. That the exclusion of gold from the currency 
of India could not be justified or be considered other than bar- 
•barous, irrational, and unnatural. That the longer this reform 
was delayed.the more difiicult it would become. The only remedy 
was to introduce a well-regulated gold currency into India 

These memorials were forwarded to the Viceroy by Sir Bartle 
Frere, the Governor of Bombay, with a strong recommendation 
in their favor 

Mr. W. R. Cassels, an oilicial of the Bombay Government, 
presented an able and elaborate memorial to Sir Bartle Frere, 
utterly condemning the existing silver standard of India, also 
condemning an attempt to introduce a double standard, and 
strongly advocating a single gold standard 

The Madras Chamber of Commerce addressed a memorial to 
the Vicefoy expressing exactly the same opinions as thojse of 
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Bengal and Bombay, strongly urging the introduction of a Gold 
Currency, and also a well-regulated Paper Currency 

Sir William Mansfield, afterwards Lord Sandhurst, prepared a 
most elaborate and exhaustive memorial on the subject in eleven 
chapters, pointing out the great superiority of Gold to Silver as 
the standard of India. He pointed out that a double standard, 
or two metals joined together by a fixed legal ratio, is impossible, 
because the cheaper metal always drives the dearer one out of 
circulation 

If a currency in one of the two metals can be carried on more 
cheaply than in the other, the former will be preferred. The 
relative value of the two metals, taken as commodities, and not as 
mere means of measurement, is carefully weighed, and according 
to the price of the metals as fixed by the value of other commodi- 
ties, will be the choice made by the payers of taxes and debts as 
to which of the two metals shall be the medium of payment, or in 
which of the standards payment shall be made 

When there is a so-called double standard of gold or silver, or 
to speak more accurately, a double legal tender, if it be more 
profitable to the community at large to pay in gold, payments 
will certainly be made in it, to the exclusion of silver, notwith- 
standing that the latter is equally a legal tender with the former. 
In such a (;ase, silver practically subsides from circulation, and 
sinks into the rank of a mere commodity of trade, with the excep- 
tion of a certain small quantity which executes very petty trans- 
actions : the place of silver in the circulation and deposit being 
occupied by Gold. Similar arguments show that in •the reverse 
case, silver would establish itself as the sole medium of payments. 
All these arguments are confirmed by the experience of the United 
States 

Justice could alone be done to the community of India by the 
introduction of a Gold legal tender. Sir W. Mansfield then enters 
into many details to show that the introduction of a Gold Currency 
was urgently required as a matter of convenience and economy to 
the people at large, and the losses caused by the exclusive use of 
silver 

The natives ^vere greedy of the metals in every form. Silver 
coined or uncoined, gold in bars and in bangles, have the* greatest 
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charm for them. Gold on such account is brought into the 
Bombay market, and taken into the interior directly it appears. 
There was then no more profitable trade tliaii to import gold for this 
purpose. An ingot currency, organised by the people themselves, 
had, as it were, sprung into existence on account of the greatly 
developed export trade. It was curious to note the determination 
of the poxHilation at large to acquire gold in preference to silver 
as a means of ornament and hoarding, as soon as their means 
allowed it. This fact was noticed and reported by collectors and 
superintendents of police. In some districts gold bangles were 
almost as common as silver ones were formerly. A district, wliich 
had been one of the poorest before the opening of the Goda\nry 
canal, had since become so wealthy tliat it had become a steady 
importer of gold : the ijeople were determined to have gold. 
Every consideration of regard for the people, their convenience, 
and tlie economy of their means, showed that we were bound to 
give an official sanction to a gold currency, which, in a rude and 
barbarous fashion, they had adopted for themselves 

Sir William Mansfield then dwelt upon the prodigious increase 
of commerce and, industry of all sorts within the iweceding 50 
years. At that period the foreign commerce of the countiy liad 
been quite insignificant, but in 1805 it exceeded 100 millions 
sterling. This had caused an exclusively silver curreney to be 
utterly inadequate for the present position of India, and it was to 
a certain extent corrected by the determination of the peo])lc‘ 
themselves to possess gold, notwithstanding that silver was the 
sole legal tender. The demonetisation of gold in 1X52 was a 
grievous error, and was in opposition to the old customs of India. 

Sir Charles Trevelyan, the Finance Minister, prepared an 
elaborate minute, dated Simla, 20tb June, 1864, ingently r(‘(!Ojn- 
inending the restoration of gold, Imt unfortunately it was tainted 
with the recommendation of Bimetal isrn 

Mr. J. C. Parry, of the Delhi Bank, bad, under ins( ructions, 
taken the opinion of the leading merchants and bankei s, and they 
had no doubt of the success of the sclieme, if gold wei e niade the 
standard. One banker, who had agencies in every large town in 
India, said that silver should only be legalised as pay/nent for 
fractional •parts of a sovereign. The opinion was deeidedlj- in 
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favor of making tlie so\'ereigii the standard coin. Upwards of 
250,000 sovereigns had been received in Delhi, the market value 
of whicli iluctuated from Rs. 10*1 to Rs. 10*5 He hoped that 
no half measures would be adopted 

Mr. Neale Porter, of tlie Sinde Bank at Umritsur, had had a 
large meeting of city notables, town councillors, magistrates, mar- 
warries and bankers, who were quite favorable to the sovereign as 
the gold unit, which was quite well known in the district, and was 
strongly in favor of it himself 

Mr. L. C. Probyn, deputy auditor and accountant-general for 
the Punjab, said that the people themselves were establishing a gold 
currency, which was very ])opular with all classes. The value of 
the sovereign in Lahore fluctuated from Rs.9'14 to Rs. 10.8. 
Immense amounts of gold had been imported into the Punjab 

Mr. 1). F. MacLeod, Financial Commissioner to the Punjab, 
said that the ideas of the bankers were rather hazy on the subject, 
as they could not realise all the effects of making gold legal tender 
at a lixed ratio to the rupee. On the whole they were rather 
favorable to having an abundance of gold. But they were 
incredulous as to the possilility of maintaininy the relative value of 
gold and silver at an absolutely uniform rate by the fiat of authority. 

Wise men ! the scheme of the Government was afterwards 
wrecked on tliis very point ! 

They were unhesitatingly in favor of the sovereign, because 
it was the coin most familiar to them, being most abundant, and 
almost the only one used for ecpialisiiig the exchanges : and if a/» 
gold currency were introduced, the cash balances \v©uld become 
much more available, and it would facilitate the adoption of a 
paper curi’ency ^ 

Mr. P. S. Melvill, Commissioner at Umritsur, convened a 
meeting of the best informed merchants and shroffs, and they 
were decidedly in favor of the measure ; and also in favor of the 
sovereign, both as regards its sterling value and its exchange 
value. Sovereigns, to the amount of a lakh of rupees, were 
usually imported every month from Calcutta. This was about 
four times the amount in the Seikli times, and was owing* to the 
increase of trade 

Mr. Donald MacLeod said that the introduction of Sovereigns 
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into Eangooii would be bigbly beneficial. They were very popular 
in Burmah, and should be the only gold coins. They would be 
beneficial to trade in every way 

Mr. J. C. Todd said that he quite agreed with the universal 
opinion in India that the sovereign should be made the standard 
gold coin, as it was bought in large numbers by the natives, and, 
therefore, was free from the disadvantages of a new and unknown 
coin. It would be a great boon to commerce to substitute a light 
and valuable medium for a ponderous and unwieldy one, the full 
value of which could only be appreciated by those who come daily 
into contact Avith the trouble and inconvenience of the silver 
currency 

In 1858, a large number of the collectors in Southern India 
reported that large quantities of sovereigns were in cii’culatioii in 
their district : and that the natives complained bitterly of the 
losses and inconvenience they suffered from their not being received 
at the public treasuries. The sovereign only passed for Es. 9*14 
in consequence of this. Some of the collectors requested that they 
might be allowed to receive sovereigns in payment of public dues. 
In a few cases thi^ permission was grudgingly given 

In consequence of this powerful mov'ernent and the vast body 
of evidence they had collected, the Government of India, on the 
14th July, 1864, addressed a disj^atch to the Home (government 
requesting them to authorise them to declare that British and 
•Australian sovereigns and half sovereigns should be made legal 
tender throughout the British dominions in India at the fixed rate 
of IQ rupees for the sovereign 

Such a proposal was foredoomed to failure, because it was pure 
and unadulterated Bimetalisrn. It showed that its authors had 
not grasped the fundamental principles of Petty, liockc, Harris, 
Lord Liverpool, the Minute of the Governor- General of India in 
1806, and the principles upon which the British Coinage was 
established in 1816 — that one metal only should bo adopted as 
the standard, and coins of other metals should be only subsidiary, 
and legal tender to a small limited amount 

In answer to this desi)atch, Sir Charles Wood, Secretary of 
State forT[ndia, replied on the 26th September, 1864 
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lie said that their practical proposal was to make the sovereign 
and half sovereign legal tender in India for 10 rupees and 5 
rupees respectively: and ultimately to establish a Gold standard 
and currency in India, as in England and Australia ; with a sub- 
sidiary coinage of silver, the silver coins not possessing the 
intrinsic value they represent, and being legal tender only to a 
certain amount 

It appeared from the evidence that there was a general desire 
for the introduction of a Gold Currency into India, that the 
people were well acquainted with the sovereign, and that its intro- 
duction would be well received, that it would circulate freely at 
10 rupees, and that it would be a great advantage to have the 
sovereign as the common currency of India, England, and 
Australia 

P>ut he very naturally objected to the proposal of the Indian 
Government 

AVherc coins of two metals, gold and silver, are equally legal 
tender, those of the metal which, at the relative legal rating of the 
two metals, is cheapest at any period, are thereby constituted the 
currency, and the metal of which they are madcr becomes practic- 
ally the standard at the time : and, further, a very slight difference 
in the relative A'aluc of the two metals may change the standard 
and the whole currency of a country 

This was exemplified in the recent change in the circulation 
of France. In that country coins of gold and silver were equally 
legal tender. Gold coins containing one ounce of gold were legal® 
tender for the same sum as silver coins containing 15^ ounces 

Before the. recent discoveries of gold, an ounce of gold was 
worth in the markets of Europe nearly 15| of silver. It was, 
therefore, accorcling to the relative legal rating of gold and silver, 
more advantageous to pay in silver than in gold. Silver coin, 
therefore, for many years formed the currency of France, the gold 
coin bearing a iwemium. Since the recent discoveries of gold the 
value of gold relatively to silver has fallen to about 1 to 15J. 
This difference has rendered it more advantageous to pay in gold. 
Gold lias displaced silver, and now forms the currency and 
standard in France 

[AVe liave already shown that this very slight change in the 
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relative value of gold and silver sufficed to drive £150,000,000 of 
silver out of France, and to substitute £150, 000, 000 of gold 
instead of it. So much for the theories of Bimetalists] 

The very same a])]ilied to India. JIow was it 

possible to imagine that the sovereign could ])ear a fixed ratio to 
the rux)ee throughout India ? Such a measure would be totally 
inoperative 

Sir Charles Wood, therefore, very prox>erly (juaslied this 
fatuous j)ro|)osal. But he saw no objection to reverting to the 
state of matters which had j)revailcd in India for many years, that 
gold should be received into the xniblic treasuries at a rate to bo 
fixed by Government, and XDublicly annoiinced by ])i-oclamation 
[This was not the plan xweviously in use, the Gold Coins were 
received in the Treasuries, at their market value, and iiot at a rate 
fixed by Government, which just made all tlie difierence] 

Sir Charles Wood concluded by authorising the Indian 
Government to make it known that British and Australian 
sovereigns and half sovereigns would be i*ecei\ed, until furtlier 
notice, at the rate of 10 ruxiees and 5 ru[)ecs resiK'ctively, and 
would be paid out* again at the same rate unless objected to 

To Sir Charles Wood’s innocent eyes this lAnn ax)pcared entirely 
unobjectionable. It was in accordance with tlic cautious and 
tentative course recommended by tlie CIiaml)er of Commci’ce of 
Bengal : it would, as far as it went, facilitate the use of the 
sovereign and half sovereign in all parts of India ; it would pave the 
•way for tlie use of gold coinage in whatever sliape it might 
ultimately be found advisable to introduce it : and at the same 
time it established a jircfereiiee in favor of the sovereign 

Sir Charles Wood was soon undeceived : his plan turned out a 
comjdete failure : it never facilitated the use t)f the sovereign in 
India ; it never paved the way for the use of a gold coinage iu 
India, It fell absolutely stillborn ! and why ? U tvas 

tainted ivith Bimetalism, If the Treasuries had been allowed to 
receive sovereigns at their market value, tliey would in a very 
short time have accumulated a vast quantity of gold, which would 
have enabled them to resume a gold currency : but they fixed the 
price of tlfe sovereign at 10 rupees, when the cui rent market value 
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of the rupee was some annas above that. And this little fly made 
the whole pot of ointment stink ! It ruined the whole project : 
nobody would be so silly as to pay in sovereigns to the Treasuries 
at the rate of 10 rupees, when their market price was some annas 
higher. Just as no person of common sense would pay sovereigns 
into his account, if his banker only gave him credit for 19s. for 
them. On such minute delicacies do scientific processes depend 

Now if the powerful movement of which all India was in favor 
had been intelligently carried out by the Government, India might 
have had the sovereign as the standard coin of India thirty years 
ago, and it would have saved millions and millions of loss both to 
the Government and to private persons. But as school-boys say — 
they mulled it 

The proposal of the Indian Government was Bimetalism pure 
and unadulterated, and would have failed instantly and utterly : 
the plan of Sir Charles Wood was a kind of demi-semi, shilly shally, 
half-and-half Bimetalism, which entirely failed to succeed 

Thus both plans were wrecked on Bimetalism, which has 
poisoned and ruined every system of Coinage which it ever touched. 

And more than that — it has thrown discredit on all attempts to 
restore a Gold Currency to India. At the present day many 
persons, when they hear of renewed attempts to restore a Gold 
Currency to India, shrug their shoulders, and say — “ Oh ! it was 
tried in 1804 and it failed’' — “ It is like flogging a dead horse.” 
But they never seek to asc(U’tain the causes of its failure. Thus — 
“The evil that men do lives after them ” 


Mr, Hollingherif s Report to the Government of India 1875 

« 

The failure of the scheme to restore a Gold Currency to India 
in 1804 did not dishearten its advocates 

In 1875 Mr. Hollingbery, Assistant Secretary to the Govern- 
ment in the Financial Department, addressed a most able Report 
to the Government on the consequence^ which the fall in the 
value of silver had then produced on the finances and material 
progress of India’ 

^Loss by Exchange j Or the Depreciation of Silver^ and the effects its further 
Depreciation on the Finances and MateHal Progress of India* Simla, 1875 
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At that date the price of silver had fallen to 57 2 <^7. ] 3 er ounce. 
The local value of silver had nob fallen from what it was before 
the great fall of it abroad. But in course of time it must fall to 
its value abroad, though it would take a considerable time to do 
so. It is quite impossible in this place to enter into all tlie d(;Uiils 
given in this elaborate document, but the writer shows that all 
the losses and inconveniences caused by the comparatively small 
fall in its value at that time Avould have been axoichal if India 
had had a gold standard. He shows that when the legal ratio of 
gold to silver was 1 to 15^ in Paris, and the ratio in London 
was 1 to 15f or 15}, that small difference was sufficient bo intro- 
duce from 150 to 200 millions of gold into the currency of 
France, and to cause the withdrawal of an eqinil amount of silver : 
and he shows that what was wanted in India was not the with- 
drawal of silver as a bullion operation, but the substitution of gold 
for silver in future importations of bullion for settling any balance 
of trade. The question was, therefore, not wliat a dillereneo in value 
between gold and silver would suffice to expel silver, hut what 
would be sufficient to make the future importation of gold into 
India for coinage more profitable than the importation of silver 
He then describes the measures to he adopted to promote the 
transition from a silver to a gold standard 

He estimated the quantity of silver in circulation in India at 
3 30 millions sterling: and that CO millions of gold would be 
far more than sufficient to restore a Gold Currency 

He shows that with a Gold Currency the cost of remitting 1 5 
millions sterling for home charges would never exceed the cost of 
sending gold from India to England, that is I or 1 per cent. Rut, 
owing to the balance of trade being always in favor of India, 
the Council Bills would always be at a premium, so that instead 
of a loss there would always be a profit 

He shows that countries which have a silver currency, which 
have au adverse balance of trade, or borrow in gold-using 
countries, experience a heavy loss in making remittances to the 
latter countries: for which reason they find it necessary to adopt 
a gold standard : and every new country which afio])ts a gold 
standard makes the necessity more urgent for the remaining 
silver countries to conform to the general custom of the world, 
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and adopt Gold as the sole legal standard. And the effects of 
this fall will be disastrous to India, because it will be the only 
country in the East which will oflPer a fixed price for silver, 
irrespective of its depreciation abroad, and so it will be flooded 
with depreciated silver 

By persisting in retaining silver as the standard of India, the 
finances and the progress of India will be irremediably injured : 
on the other hand, great financial advantages and commercial 
good to that country and the world would follow from the adop^ 
tion of a Gold Currency in India. And it was not a mere fanciful 
desire of change, but stern necessity, which compelled the European 
States to adopt a Gold standard. The same principles which 
apply to European States also apply to India. The postponement 
of a change to a gold standard would not arrest the evils which 
were in progress from the fall in the value of silver, while the 
longer the change to a gold standard was delayed, the more 
difficult and expensive, but not the less inevitable, will it be in 
the end 

This most able report, written in 1875, deserves the most 
careful study, as every one of its prognostications has been fully 
verified and intensified. When it was written the price of silver 
was 57-^, and the loss on exchange alone in remitting for the 
payment of the Council charges was a million and a half at the 
present time it is about 29^., and the loss on exchange is pro- 
portional 

Some further attempts in the same direction were made, but* 
they were fruitless 

At length the terrific down plunge of silver, and the expected 
repeal of the Sherman Act in America, which was effected by the 
strenuous efforts of President Cleveland, roused the Government 
from its a[)athy, and they closed the Indian mints to the free 
coinage of silver, but as the scheme of the Government is not yet 
completed, it is better to refrain from any comments on it 

We do not give any account of the Coinage and Currency of 
America, because that would require a large volume to examine 
all its intricacies and complicated vagaries, but the principles set 
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forth in the preceding pages have been fully verified there, as 
being universally true 

The Assertions of the Bimetalists Confuted 

8 . We have now laid before our readers a suffipienb account 
of the Coinages of diflPerent countries for five centuries : and the 
arguments and judgments of Oresme, Copernicus, 0 resham, 
Petty, Locke, Harris, Sir James Steuart, Lord Liverpool, the 
Government of India in 180G, the Government of England in 
1816, the debate in the House of Commons in 1830, and the 
statements of the memorialists in India in 1874 and 1876 : 
and they are absolutely unanimous 

We stated at the outset of this inquiry that the question has 
but one simple issue — 

Supposing that Coins of Gold and Silver are issued in 
unlimited quantities at a fixed legal ratio — 

(1) Is it the legal ratio fixed between the Coins which 
governs the relative value of the metals in bullion ? 

(2) Or is it the relative value of the metals in bullion which 
governs the relative value of the Coins ? 

The Bimetalistfi assert that hy Fixiny a Legal Ratio ’between 

Gold and Silver it is possible to maintain a Stable Ratio 

between them 

1. The Eimctalists maintain the first of the two issues above 
stated. Senator Stewart, of Nevada, may be taken to represent 
the dogmas of the Biiiietalists. lie asserted that ^during all the 
period in which a fixed legal ratio had been maintained between 
the Coins, the value of the metals had remained stable 

Mr. Cotterell-Tupp, late Accountant-General to the Govern- 
ment of India, Bombay, who was one of the earliest founders of 
Bimetalism, in a very interesting paper he read before the East 
India Association, 28th March, 1802,^ in which he truly states 
the stupendous losses caused to India by the fall in the value of 

1 The Effects on the Finances and Commerce of India of the lyil in the 
Gold Value of Silver. Jomnal of the East India Association. Yol. XXIV., 5892 

VOL. II., PART 1 ^ 
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Silver, says — “ It is we Englishmen w^ho have done this thing, 
not we Anglo-Indians, I am glad to say ; but the stay-at-home, 
know-nothing Englishman, who says ‘gold is good enough for 
him,’ and that the ‘ unlikely look of Bimetalism would have more 
effect on the minds of Englishmen than any argument’* 

“ It is we Englishmen who alone prevented the free coinage of 
silver after the Paris conference of 1881, when France, Germany, 
and America were all willing to sanction it : and we alone as a 
nation stood apart in our apathetic insularity, and although we 
knew that our greatest dependency, and that one which is most 
utterly dependent on us in matters of Finance and Currency, was 
the country which w^as suffering most from the depreciation of 
silver, yet we would not raise a hand to save her, or even give 
any encouragement to other nations who were ready and willing 
to do so ” 

Then he says that losses incurred by India are “ a tribute to 
stupidity, to indifference, and to ignorance, and it is a fearful 
and heavy burden which Englishmen would and could at once 
remove from India, if they would only take the trouble to under- 
stand the question, and to grasp the imniense folly of allowing 
things to go from bad to worse, merely for the want of a little 
attention and understanding” 

After describing the effects on the officials and salaried 
classes in India, he concludes — “ I would urge you to study 
the silver question, if you have not done so : to examine the 
subject of Bimetalism carefully and impartially, and to sc*fe 
whether you do not become convinced of the • truth of its 
doctrines. If you do become so convinced, preach its gospel to 
all you know \ talk of it : speak of these fearful evils which 1 
have described to you ; bring home to others that there is here a 
crusade worthy of any man’s energy and devotion, a cause as 
worthy of support as any of those to which men give their lives : 
and try to convince them that nothing stands in the way of a 
speedy and entire deliverance from all these troubles and mis- 
fortunes but the inveterate obstinacy and prejudice of the English 
nation, which prevents America and France from at once*restoring 
silver to its proper value hg one stroke of the pen^ and without loss 
to ‘any human being ” * 
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The audacity of these assertions is enough to take our breath 
away, because the experience of ages proves that the truth is the 
exact reverse of what Senator Stewart and Mr. Ootterell-Tupp 
assert 

We have shown that the judgment of the illustrious 
authorities whom we have cited, many of them perfectly inde- 
pendent of each other, upon a full consideration of tiie facts 
before their eyes, is clear, decided, and unanimous 

They unanimously decide that it is the relative value of the 
metals in bullion which regulates the relative value of the coins. 

They unanimously decide that the sole power and duty of 
the Law is to maintain the Coins at a fixed legal weight, 
fineness, and denomination 

They unanimously decide that the Law lias no power what- 
ever to regulate the Value of the Coins, their power of 
purchasing, or exchanging for, other things 

Consequently it is wholly beyond the power of Law to regu- 
late the relative market value of Gold and Silver 

Coins are nothing but pieces of bullion stamped with a certi- 
ficate to denote their weight, fineness, and denomination ; and if 
the metal is changed from the form of bullion to that of coin, 
free of all charge, the value of the metal in Coin is identical witli 
that of the metal in bullion 

If any charge is made for changing the bullion into coin, the 
value of the metal in coin differs from the value of the metal in 
bullion by exactly the cost of changing it from one form into 
another, and no more 

And when Coins are exported to foreign countries they have 
exactly the value of the quantity of pure metal th^y contain 

All these illustrious writers, except those who declared for a 
single standard, pointed out that the Law must regulate the 
value of the Coins according to the relative market value of the 
metals in bullion. This was for a long time attempted to be 
done ; but the attempt was finally abandoned as hopeless, as it 
only led to constant disturbances in the coinage 

Not*a single writer during this long period ever maintained 
that the legal ratio of the Coins could govern the relative value 
of the me?als in bullion 

K 2 
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Accordingly, among all persons of sound judgment, the Mono- 
metallic system of Coinage was gradually accepted as demonstrated, 
just as the heliocentric system of Astronomy of Copernicus was 
gradually accepted by all astronomers 

The Government of India, in 1800, was the first Government 
of a great Empire to declare its adhesion to this principle 

In 1 81(> the Government of Great Britain was the first to ado]jt 
it in practice, and established our present system of Coinage, in 
conformity witli the facts established by the experience of ages 
and the arguments of tlie most eminent authorities, and being 
tested dui’ing the period of 78 years, lias proved itself to be the most 
perfect system of Coinage ever devised by the ingenuity of man, 
and which State after State is now adopting 

TJw Tlimctalhis assort that it tvas the closing of the French 
Mints in 1871, which caused the Fall in the Value of Silver 

2. One of the most persistent assertions of the Birnetalists is 
that it was the closing of the French j\Iints in 1874 which caused 
the fall in the Value of Silver, whereas the direct reverse is the 
fact,—// was the Fall in the Value of Silver which caused the 
closing of the French Mints 

Even in 1865, when the Latin Union was formed, Italy 
declared herself in favor of a single gold standard. But soon 
after the formation of the Union, the value of Silver had begufi 
to fall, and to create uneasiness in France. A Commission was 
appointed in 1867, but the majority were not then convinced of 
the necessity cf adopting a single gold standard, and reported 
against it 

But the fall continuing and becoming more severe, the 
majority of a Coinmis.sion in 1868 reported iu favor of adopting 
a single gold standard for France: and a Commission in 1869-70 
came to the same conclusion 

III Germany also the fall in the value of silver began to create 
disturbance, and in June, 1870, a Commission was appmnted to 
consider the expediency of adopting a single gold standard in 
Germany ** 
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Bub the war of 1870-71 put an end to these discussions 
By Acts of November, 1871, and May, 1873, Germany adopted 
a single gold standard, with a subsidiary currency of silver 

In December, 1872, Belgium adopted a single gold standard, 
with silver as subsidiary 

In December, 1873, a debate was held at the Societc 
d’Economie Politique on the question of a single or a double 
standard, and the majority was in favor of a single gold 
standard 

A Monetary Conference was held in Paris in January, 1874. 
M. Dumas, of the Paris Mint, presided : M. de Parieu was Vice- 
President. The right of tlie free coinage of silver was abolished. 
This, as the Economint said, was “ an adhesion to tlie theory of a 
single gold standard on the part of the French Go\'ennnent, and 
their appointment of M, de Parieu as one of tlie Commissioners to 
represent them, is a fresh sign of tiieir being in favor of the 
gradual abolition of a law which, after 70 f/furrs^ c,rjwriencef is 
found to be effete in theory and prejudicial in action^' 

Thus the assertions of tlie Binietalists are utterly confuted. 
It would be absurd to suppose that the French Government would 
have taken such a serious course as to close the Mints to the free 
coinage of silver without extremely cogent reasons. It is now 
shown that the necessity for tliis step liad been foreseen for six 
years, and it was only done after tlie fullest discussion, and by the 
recommendation of the most experienced authorities 
* Bimetalists run about the country wliimpering that no one 
ever attempts to answer their arguments, tlicy pour their woes 
into the ears of sympathising meetings of fortuitous atoms that 
they are totally ignored by an apathetic Philistine pulilic — and 
the reason is very simple, they have never yet produced one single 
reason or argument that the long tried and approved system of 
Coinage, which is now established after centuries of oxfierieuce, 
and the unanswered and unanswerable arguments of a series of 
^ some of the most illustrious men tliat tlie world ever saw, that 
Bimetalism is impossible, and that Mononietalisin is the only 
system of Coinage which can preserve stability 

They do nothing but pour forth torrents of frothy rhetoric 
and declamation, with abusive epithets on all the solid arguments 
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upon wliioli Monoincfcalism lias been adopted, which they are 
pleased to term exploded fallacies 

The claim of the Bi metalists is to have the ratio between Gold 
and Silver lixed by Law. Both Oresme and Copernicus showed 
this is impossible 

Oresme in lilGC), showed that if it is possible to fix the value 
of one thing by Law, it is possible to fix the value of everything. 
Why then fix only the value of Gold and Silver by law ? Great 
mercantile calamities are caused by the sudden variations in the 
value of commodities. Why not then fix the value of all com- 
modities ? And that would save vast mercantile calamities 

Landlords and farmers are sufiering grievously from the low 
prices of agricultural produce, caused by the vast importations 
from foreign countries. Why not then fix the value of all agri- 
cultural produce at highly remunerative figures, and at once 
relieve their distress ? Does any person of common sense suppose 
that if every country separately, or all nations combined, made a 
law that the price of wheat should be GO/?, a quarter, that that 
would raise the price of wheat one farthing ? 

Copernicus, in 1520, showed that a country can no more have 
more than one measure of value, than it can have more than one 
measure of length, or weight, or capacity 

Wliat would anyone of common sense say if the Law were to 
allow two kinds of yards, one of three feet and the other of two 
feet to be in common use in the country, and should declare that 
these two dilfei’ing yards were equal in length 

What would anyone of common sense say if the Law allowed 
a pound and an ounce to be equally called a pound, and declared 
them to be of Uie same weight ? 

What would anyone of common sense say if the Law allowed 
two standard measures of capacity to be used, one of which 
contained a quart, and the other contained a pint, and declared 
them to be equal ? 

Would it not be equally grotesque for the Law to declare that, 
the ratio of gold to silver should be 1 to 15^-, when the market 
ratio of gold to silver is 1 to ^-55: thereby declaring that 
15.V =- 35 ^ 

Locke, in 1692, showed that if the Law could fix an arbitrary 



§ 8 ] 


ASSERTIONS OF BIMETALISTS 


513 


ratio between gold and silver, it might fix it at any tiling. Why 
then should not the Law declare that Gold and Silver should be 
equal in value weight for weight ? : and so the fortunate 
possessors of silver would suddenly find themselves 35 times as 
rich as they were before 

It is melancholy to find fallacies, so clearly refuted by Oresme 
in 1366, by Copernicus in 1526, and by Locke in 1692, and which 
are contrary to the very rudiments of Economics, repeated at the 
present day by multitudes of grown men of ability wlio have good 
sense in the common affairs of life ! 

Some Bimetalists allege as an argument that nature has 
provided two measures of value, as she has provided men with two 
legs, and that it is as absurd to refuse one measure of value as it 
would be to cut off one of a man’s legs 

But Commerce does not rest upon Uvo logs only — but upon 
four — Paper, Gold, Silver and Copper — all these are equally 
indispensable to the commerce of this, or any other, great mer- 
cantile country 

A copper, brouze, or other similar currency is quite as indis- 
pensable as a gold or silver currency. Why then slioiild not the 
Law declare that Copper sliould be coined in unlimited quantities, 
at the fixed ratio to gold of 15| to 1, when its natural ratio is 
about 900 to 1 

If it were proposed that sovereigns and copper coins at the 
Vatio of 1 to 15^ should be coined to unlimited amount and made 
legal tender — would not the keenest Bimetalist shudder at such a 
proposal and see its absurdity ? And yet copper is quite as 
important to the immense majority of the people — the very 
poorest — as silver to the middling classes, and gold to the wealthy 
classes 

In fact the wants of such a country as this, and similar ones, 
imperatively demand a metallic currency of three different kinds ; 
if, therefore, we are to have Bimetalism, the natural, logical, and 
inevitable consequence is that we must have Trimetalism 

Why should not all metals be coined in unlimited quantities, 
and made legal tender at the ratio to gold 15 J to 1 ? Bimetalists 
are clamonng for an increase of the currency : this plan would give 
them an increase of the currency to their heart’s content 



514 


THEORY OF CREDIT 


[chap. VII 


Copper, or any other metal, is quite as much a natural 
measure of value as ^old or silver, and in a vast multitude of 
cases a much better one. And exactly the same principle applies 
to coining all metals in unlimited quantities at the ratio to gold 
of 16^ to 1, and making them legal tender, as applies to coining 
silver at the ratio of 15^ to 1, and making it legal tender to an 
unlimited amount 

But in any great mercantile Country Paper is infinitely more 
adapted to large transactions than Gold, Silver or Copper 

The rock upon which Bimetalists, and most other persons, 
founder is in considering Gold and Silver only to be the 
Currency or Circulating Medium. But the Currency or 
Circulating Medium consists of Credit in all its forms, both 
written and unwritten, Gold, Silver and Copper. And it is the 
aggregate of these four forms of Currency which forms the 
Measure of Yalue, or of Prices 

And of these four forms of Currency Paper, /‘.e., Credit, exceeds 
all the other three one hundred fold. And it is the vast 
expansions and contractions of Credit Avhich govern prices far 
more than any minute variations in the quantity of gold and silver. 

An eminent City firm laid before the (Committee of the House 
of Commons on the Panic of 1857, an analysis of the operations 
of the house for one year, and they showed that out of £2,000,000 
of payments and receipts, only £40,48G Avere paid in Gold, Silver 
and Copper: and all the rest in various forms of Credit. Some 
bankers instituted an inquiry into the ratio of specie to Credit in 
banking operations, and the result was that only 4 per thousand, 
or *0025 per cent, were in specie, and all the rest in Credit. 
Hence the ratici of specie to Credit was less than 1 to 99. That 
is to say that in the price of commodities 99 parts consist of 
Credit, and only 1 part of specie. We shall return to this 
afterwards 

It has now been shown that the assertion of the Bimetalists 
that it is possible to maintain Gold and Silver Coins, issued in , 
unlimited quantities at a fixed legal ratio, in circulation together 
in any country, is wholly unfounded : and that the only way to 
keep Silver in circulation along with Gold is strictly to limit its 
quantity, as is done in the Monometallic system 
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Bimetalists assert that the Monometalisis wish to Demonetise 

Silver 

3. The Bi metalists persistently assert that ]\Ionometalists 
wish to Demonetise Silver. But such a statement is wholly 
contrary to fact. No Monometalist was ev(n’ demented enough 
to conceive tlie fatuous idea of demonetising Sih er. To demonetise 
a Coin, or a metal, is to exclude it totally from the currency, to 
forbid it totally to pass in payment for goods or debts 

The Morioinetalists perfectly allow that Silver ami Copper, or 
other similar metal, are indispensable portions of the Currency, 
or Circulating Medium. But Silver and C()pj)er are independent 
measures of value, not convertible at will into Cold. Mono- 
metalists know by the experience of ages, and th(j clearest reason- 
ings of the most eminent writers, that if Cold, Silver and Copper 
are allowed to circulate simultaneously in unlimited (quantities at 
a fixed ratio, the one of the three which hns the Least market 
value will infallibly drive the other two out of circulation, and 
itself remain alone in circulation. If Silver and Copper wei'e 
allowed to circulate in unlimited quantities, and be made legal 
tender to an unlimited amount at the fixed ratio of 1.52 ^ 

Gold, throughout the world, it is an assured fact that Copper 
would immediately drive both Gold and Silver out of circulation, 
and itself alone remain in circulation, throughout the whole world. 
So that Copper alone would be the Universal Currency. Do 
* Bi metalists wish to bring about such a result ? And yet that is 
the necessary logical consequence of their doctrines 

What Monometalists contend for is this — That while Silver 
and Copper are indispensable portions of the Cu{rency, they must 
be placed under such regulations as will always insure that they 
preserve a par value with Gold, which can only bo done by 
adopting the well tried and long approved l^ritish System of 
Coinage, which is now being followed throughout the whole world. 

Furthermore, Moiiometalists maintain tliat the Supplementary 
Currency, /.<?., Credit, or Paper, which is based upon the Standard 
Unit must be placed under such regulations as that it shall always 
preserve a par value with it, into which it professes to be con- 
vertibler So that the whole Circulating Medium or Currency, 
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which comprehends foitr different terms — Credit or Paper, Cold, 
Silver and Copper, and the aggregate of which constitutes the 
Measure of Prices, shall always preserve a uniform par value with 
the Standard Unit, and so, on the whole, constitute but one 
Uniform Measure of Value 

The assertion, therefore, of the Bimetalists that Monometalists 
wish to demonetise Silver is wholly unfounded 

The B i metal i at s assert that if Gold or Silver were coined in 
unlimited quantities at a Fixed Legal Ratio j both metals would 
rirculate together, and so enlarge the Circulating Medium^ or 
Currency 

4. This assertion, which indeed contains the pith of the 
wliole case of the Bimetalists, is proved to be utterly unfounded, 
by tlie experience of GOO years 

Passing over the earlier period in which this assertion was 
shown to be totally unfounded, we may come to modern times 
when the system of Biinetalism, which the Bimetalists advocate, 
was in force 

In IGGG, Oharlcs 11. opened the Mint to the free Coinage of 
Gold and Silver in unlimited quantities, and without any charge. 
By the Mint Indentures it was intended that guineas should pass 
current for 20.s'., but they were never made legal tender at that 
rate, and they were allowed to pass current at such a rate as the 
public chose to receive them. Silver was the standard unit, and 
guineas soon passtul for 22s. : and it was only because they were 
not tied by any fixed legal ratio to silver that they remained in 
circulation at all, If it had been attempted to have made them 
legal tender for 20.s., they would have instantly disappeared from 
circulation. The Silver coins became so degraded and debased 
that guineas rose to 30s. On the re-coinage. Parliament 
reduced their value gradually, and by several Treasury Warrants 
their price was finally fixed at 21.?. iSd. Thus the Bimetalisfcs 
had their ideal system. I)id then Gold and Silver circulate 
together ? Quite the reverse. All the good Silver disappeared 
as soon as it was issued from the Mint. Sir Isaac Newton 
showed that the true market value of the guinea was only 
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20s. 8^., and recommended that it should be reduced to 21s. by 
way of experiment, and it might afterwards be seen if any 
further reduction was necessary 

Parliament acted upon this suggestion, and in 1717, the 
value of the guinea was reduced by proclamation to 21s. In 
1718, it passed a resolution that no further changes should be 
made, and none were made till 18 IG 

Here again was the ideal system of the Bimetalists. The 
Mint was open to all comers for the free coinage of Gold and 
Silver without any charge, at the fixed legal rate of the guinea 
at 21s., and did the result correspond to the vaticinations of the 
Bimetaiists ? Did Gold and Silver circulate together at the legal 
ratio ? Did people bring their Gold and Silver in large quantities 
to be coined at the fixed legal ratio ? 

It was in all respects exactly the contrary. The guinea 
being overrated by 4d. drove the whole of the good silver out of 
circulation. During the whole of the century the silver in 
circulation was nothing but the basest trash. No one brought 
their Silver to the Mint to bo coined. What person of common 
sense would bring his silver to the Mint to be coined, when 
silver that was worth twelvepence in bullion, was i*educed by 
coining to the value of ninepence ? The Master of the Mint 
testified in 1816 that during the whole of the 56 years of the 
reign of George HI. only £64,000 in silver were coined at the 
Mint 

It was in 1717 that the custom and usage of merchants 
established Gold as the sole standard of payment, and thus 
England became practically a gold Monometallic country, both 
for all internal transactions as well as for the Foreign Exchanges, 
though the effete words of Bimetalism wei’o not expunged from 
the Statute Book for another century. The Master of the 
Mint declared in 1816 that the Law merely established and 
legalised the system which had been adopted by public opinion 
since 1717 

Again, let us take the period which Bimetaiists themselves 
cite as the golden age of Bimetalism — that from 1803 to 1873 
in France 
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After multitudes of changes the ratio between Gold and 
Silver was fixed in France at about the same period as it was 
fixed in England ; but in the reverse way. Silver was overrated 
and Gold was underrated. Gold disappeared from circulation, 
and France became practically a Silver Monometallic country, for 
the very same reason that England became practically a Gold 
Monometallic country 

In 1803 Silver was declared the standard unit, but Gold and 
Silver Coins were freely coined at the legal ratio of 1 to 15|. 
Here then again was the ideal system of the Bimetalists, which 
they themselves cite as their golden age. Did, then, Gold and 
Silver equally circulate together in large quantities in France 
from 1803 to 1873 ? It was exactly the contrary. Soon after 
1803, such immense quantitiesof silver were brought into France 
as the plunder of foreign countries, that, while the legal ratio 
was 1 to 15i, the market ratio fell to 1 to 17. From 1803 to 
1850 gold was constantly at a premium. The inevitable con- 
sequence followed, there was no gold in general circulation, and 
when gold was wanted, a premium had to be paid for it 

In 1850 the market ratio of Silver to Gold was lOj to 1 : 
but soon after the gold discoveries in California and 
Australia, the market price of gold began to fiill. In a few years 
the ratio of Silver to Gold fell, or the value rose, from 15 J to 15f, 
or ir)J-, and that apparently slight change in the market value 
of Gold and Silver was sufficient to drive the whole of the 
Silver Currency out of France, and substitute Gold ior it. In a ’ 
very few years, from 150 to 200 millions of Silver were displaced, 
and from 150 to 200 millions of Gold were substituted for it. 
Consequently tfiis vast amount of gold was not added to the 
already existing Silver Currency, according to the fanciful dreams 
of the Bimctalists, it simply displaced the Silver, and the 
standard was changed from Silver to Gold, without any aug- 
mentation of the Currency. Thus the imaginative assertions 
of the Bimetalists are completely disproved by the inexorable 
logic of facts 

Soon after the formation of the Latin Union, Silver began to 
fall, and it became clear to the eyes of the Government that it 
was impossible to maintain both metals in circulation at a fixed 
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legal ratio. Comiiiissioiis in 1868 and 1869-70 pronounced in 
the strongest manner in favor of a single gold standard. After 
the war in 1873, and after Germany and Belgium had adopted 
the single gold standard, a solemn debate was held by the sup- 
porters of the two systems at a meeting of the Sociefe d'Economie 
Politique^ and the majority of the meeting was equally convinced 
that it was absolutely impossible to maintain both metals in cir- 
culation in unlimited quantities, at a fixed ratio. Thus it was 
found to be the conviction of the majority that Birnetalism is a 
delusion and a chimera, and accordingly the French Mint was 
closed to the free coinage of silver in 1874 : and then, for 
practical purposes, France became a Gold Monometallic country, 
because her foreign exchanges are settled in Gold : although the 
illusory nominal rate still remains on her Statute Book, as it did 
in England for a century. Thus practical necessities and mer- 
cantile usage and custom completely set at naught a few vain 
words printed in a book 

Thus, when the Bimetalists tell us that a legal ratio between 
Gold and Silver, was for centuries maintained both in England 
and France, they are, in a Pickwickian sense, like those juggling 
fiends that palter with us in a double sense, that keep the word 
of promise to the ear, and break it to the hope. They commit 
both the mppressio veri and the suggest io falsi. They tell what is 
true in the letter, that a legal ratio between Gold and Silver was 
printed in a book both in England and France for centuries, and 
they would have us believe that this had the effect of keeping the 
market value of the metals at that rate, and both metals 
remained in circulation at the fixed legal ratio : whereas they 
wholly omit to tell us that the actual facts uCterly belied tlu' 
delusive expectations they hold out to us. The actual facts were 
that the metal which was overrated invariably drove out the 
metal which was underrated, and alone remained master of the 
field. That under the Law of Birnetalism the two metals never 
circulated together in any country. That so far from the fixed 
legal ];atio governing the value of the metals. Governments had 
from time to time to alter the legal ratio so as to conform to the 
market fatio : and that all civilised Governments have* now 
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become convinced of the necessity of abandoning this ridiculous 
and delusive farce, and of conforming themselves to the 
demonstrated Laws of Nature 

No Responsible Government will ham anything to do ivith 

Bimetalism 

9. The example set by England in 1816, of adopting a 
single Hold Standard, with Silver only as subsidiary, and limited 
to small change, had now been followed by Belgium — and by France 
for all pnictical purposes, because by permitting an unlimited 
issue of Gold in which her Foreign Exchanges are settled, and 
rigorously restricting Silver, she j)ractically became Monometallic, 
although she allows five franc pieces to be unlimited legal tender 
in her internal commerce ; and although the illusory ratio of 15^ 
to 1 still remains on her Statute Book, it is practically dead — 
and was soon afterwards followed by several other States 

Holland had a Bimetallic currency, gold and silver being 
equally legal tender. When the great discoveries of gold took 
place, being alarmed at the prospect of a greatj fall in the value 
of gold, she demonetised gold in liaste in 1853, and repented at 
leisure. In 1872, she began to perceive the necessity of retracing 
her steps, and found the inconvenience of maintaining a silver 
standard, when all her neighbours had a gold one. At first she 
hankered after reverting to Bimetalism. But at length in 1875, 
the slow moving Dutch became convinced of its hopelessness,* 
and of the necessity of conforming to the monetary systems of 
her neighbors, and adopted a single gold standard 

Scandinavia, comprising Denmark, Sweden, and Norway, had 
a silver standard, but in 1876 adopted a uniform gold standard 
In 1877, Finland, being sorely troubled with the fall in the 
value of silver, adopted a single gold standard, and has since 
found perfect peace 

Japan was afflicted with the monetary troubles which inevit- 
ably follow an attempt to maintain Bimetalism. When the 
country was opened up to foreign commerce, it was flooded with 
foreign silver dollam wliich brought down the whole system. In 
vain* she tried to maintain Bimetalism at the ratio of *15^ to 1, 
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but at length, finding it hopeless, in 1872 she adopted a single 
gold standard, with silver as subsidiary, and legal tender for 
about 40s. 

Italy has adopted a gold standard in imagination, of which 
she was in favor in 18G5, but how long it will be before she can 
realise it in fact, when, as we are informed, there is nothing to 
be seen there at the present day but copper and inconvertible 
paper money in circulation, remains to be seen 

In Austria silver was the nominal standard, but in fact she 
had nothing but depreciated paper money. In 1875, she began 
seriously to discuss the resumption of cash payments. But the 
manufacturers and merchants opposed it, imagining that they 
had some advantages in it in their foreign commerce, and in 
other respects. But these fancies were refuted, and the Congress 
assembled to discuss the question strongly reported in favor of a 
single gold standard, and said that the expense of adopting it 
would be amply repaid by avoiding the constant losses which the 
rate of exchange against silver brought with it. After germinat* 
ing in the Austrian mind for 15 years, a joint Austro-Hungarian 
Commission in 181)2 unanimously reported in favor of a single 
gold standard foi* Austro- Hungary, and Laws to (;ai*ry this into 
effect have been passed by the Parliaments of both kingdoms. 
Though how far her entanglement with paper money may retard 
the full execution of these laws remains to be seen 

Roumania has adopted a single gold standard 
» It has been announced that Russia lias been accumulating 
large quantities of gold coin with the view of resuming cash pay- 
ments with a single gold standard, at some future time — ^probably 
at the Greek Kalends 

Canada, so far as monetary matters are concerned, is a 
perfectly independent State. Other British colonies are bound to 
follow the lead of their grandmother in their (k)inage. But 
Canada alone has the right to adopt any system of coinage she 
pleases, — Bimetalisin, or any other. Bub she resolutely adheres 
to gold Monometalism. Although her accounts are kept in 
dollars, her standard unit is the British sovereign, and silver is 
only legal tender for 10 dollars. And while the Cnited States 
have betfn convulsed and tormented with their monetary vagaries, 
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Canada has enjoyed perfect serenity. • With such an example 
under her very eyes, it is not to ])e supposed that she will plunge 
into the folly of Bimetal ism 

Persia has absolutely prohibited the importation of silver by 
private persons 

Now can any rational man suppose that while all these 
countries, after full experience for centuries of the troubles and 
disturbances of Jiimetalism, have repudiated it and adopted gold 
Monometalism, they will be moved to abandon their deliberate 
and deeply considered course, and revert to the exploded chimera 
of Bimetalisjn, at the frothy rhetoric and baseless assertions of 
its advocates ? 

Bimetalists tell us that it is the abandonment of Bimetalism 
which has caused tliese troubles in some countries. But it is 
exactly the reverse. All the countries which were fortunate 
enough to take refuge in Gold Monometalism before the terrific 
down plunge of silver in recent years, have found perfect serenity. 
While it is only tliose countries like the United States, which 
have long been the paradise of currency vagaries, and India, 
which from the first adopted the wrong metal as her single 
standard, and missed the grand opportunity, which she had in 
1864, of retracing her error and establishing a single gold 
standard on a sound basis, which have been disturbed 

On ihe Difference Miveen the Times when Bimetalism • 
attempted to he maintained, and the Present Times 

10 . It has been shown that the attempts in former times to 
maintain Bimetalism, and allowing degraded and debased Coin 
to remain in circulation along with good Coin, threw all com- 
merce into confusion. But there is a vast difference between 
those times and the pr(‘sent, when it is proposed to restore the 
exploded system of Bimetalism 

When formerly Princes held it to be a portion of their 
Divine Right to alter the weight and debase the fineness of 
their Coin as often as they pleased, and yet to insist that their 
peoplb should receive the degraded and debased coin afr exactly 
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the same value as good Coin, and when they had at last given up 
this fancy, and attempted to follow the market value of Gold 
and Silver in fixing tlie legal ratio of tlieir Coins, but at the 
same time issued good Coin without withdrawing the degraded 
and debased Coin from circulation, merchants and traders had 
the remedy in tlieir own hands. They at once raised the price 
of their goods, and even more than necessary, in order to insure 
themselves receiving a certain quantity of pure metal in exchange 
for their goods. Jf the Legislature chose to call a sixpence a 
shilling, merchants and traders simply charged two shillings for 
their goods instead of one. They wanted a certain quantity of 
standard bullion for their goods, quite irrespective of tlie number 
of pieces it was contained in. So, though there were many 
inconveniences to both parties, it was possible for merchants and 
traders to rub on with such a system. But in those days there 
were no great Public Debts, and no great Public Banks, which 
were liable to pay vast sums of a specified metal on demand 
But at the pi’eseiit time the British Government is bound to 
pay about £27,000,000 in Gold to its creditors every year, and 
in the aggregate, pie Banks in the United Kingdom are liable to 
pay about £1,000,000,000 in Gold on demand to their creditors : 
and this contract is binding on both parties ; the banks are 
bound to pay this vast sum, and their creditors are bound to 
receive this fixed amount, without alteration 

Now suppose that it was seriously intended by Parliament to 
enact Biinetalisiii at the ratio of 15^ to 1, when the natural 
market rate is 35 to I, what would that mean ? It would simply 
mean that the State, all Banks, and other Institutions, and all 
private persons, who were liable to pay 20.s\ in Gold, should be 
allowed to discharge their debts with about lO.s*. in silver. 
Would the Creditors of the Banks be so blind as to wait for that? 

Such an Act could not, of course, be passed and carried iuto 
execution in an instant by a coup d'etat. When Mr. Attwood 
brought forward his motion to re-establish Bimetal ism in 1830, 
it was recognized that silver had not fallen more than 5 per cent., 
so that* the Creditors of Banks would receive VJs, in the £. 
What did Mr. Herries, the Master of the Mint, say would be the 
effect if Parliament were to entertain such a proposal ? He *said 
VOL. II., PART 1 ^ 
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that it would cause an instant run upon the Banks, so that their 
Creditors might make sure of being paid their debts in full. 
He said that such a proposal would make the country bankrupt 
in 24 hours, and Mr. Iluskisson and Sir Kobert Peel thoroughly 
agreed with him 

But the case is infinitely more serious now. Silver has 
fallen not only 5 per cent., but 50 per cent. So that if Parlia- 
ment were to yield to the advice of the Bimetalists, Creditors of 
Banks would only receive about 105. in the £ of their debts. 
Suppose that the Creditors of Banks were informed that 
Parliament seriously intended to pass a law that Banks might 
pay their Creditors with 10s. in silver in the pound, would they 
not all rusli oil’ in a body to demand payment in Gold while they 
could get it ? Thus every Bank in the Kingdom would stop 
payment in 24 hours 

The Creditors of the State could not, of course, demand 
instant payment in Cold, because their Rentes arc only payable 
at fixed periods. But if Parliament were to enact that the State 
might pay off her debts at lO.v. in the pound, it would be simply 
a National Bankruptcy : it would ruin the* Credit of Great 
Britain at a blow : and she would at once descend to the level 
of Argentina 

During all this period of monetary disturbance in the United 
States, the Government had the Ipgal right to discharge its debts 
in gold or in dollars — the silver dollar being now worth about 65 
cents. But the Government has utterly refused to avail itself of 
its legal rights. It has invariably declared that it will discharge 
all its debts in gold, at whatever cost to itself : and it has 
maintained its .resolve all along : nor is there any fear that it 
will recede from it in future. The United States have infinitely 
too much respect for themselves to declare a National Bankruptcy : 
and is it possible to conceive that the Government of Great 
Britain should condescend to a depth of meanness and baseness 
and fraud, which the Government of the United States have ^ 
scorned to do, even though it is allowed by Law ? 

A Solemn Warning 

11. But we are not without solemn warnings. Idnlimited 
issues of Inconvertible Paper Money stand on exactly the same 
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footing, and obey exactly the same laws, as unlimited issues of 
Inconvertible Silver. And we have numerous examples of the 
effects of Inconvertible Paper Money to furnish us with sure 
guides as to the reasoning about unlimited issues of Silver 

Bank Notes payable in cash on demand cannot fall to a dis- 
count, for, if they did, the holders of them would immediately go 
to the Banks and demand money for them, and the Banks would 
at once pay the penalty of their imprudent issues. But Incon- 
vertible Money is itself an independent measure of value, just 
like Gold or Silver 

During the last century, up to 171)3, the Bank managed its 
issues by a sagacious rule of thumb, and though there were many 
Commercial Crises, quite as severe as those of this century, there 
were never any Monetary Panics until 171)3, when the Bank 
abandoned its well tried and safe practical rule of thumb, and 
ever since 1800 has been managed on Tkeorie,Sy every one of 
which has broken down in praclice, and which have produced 
those terrible Monetary Panics which have been the scfandal and 
the opprobrium of the Economical and Financial statesmanship 
of the present century 

After the suspension of cash payments by the Banks of 
England and Ireland in 171)7, both Banks abandoned their well 
tried rule of thumb, and adopted the Tlieory, founded on an 
obscure sentence in Adam Smith, that they might make unlimited 
issues of Paper Money, on what they were pleased to term good 
•Mercantile Bills. The Paper Money of both Banks very soon fell 
to a heavy discount. The depreciation of the Bank of Engian<i 
Notes drew the attention of Lord King and other able writers, 
and they laid down the Law of Paper Money, ^vhich we have 
designated “ Lord King’s Law of Paper Money.”^ The Bank of 
Ireland had made such extravagant issues of Paper Aloney that 
its Notes had fallen to a discount of 20 per cent., utterly disor- 
ganising all the corninerce between Dublin and London. A 
Committee of the House of Comnious was appointed on tlie 
subject, and issued a Report condemning the Bank of Ireland and 
its Theories in the severest language-^ 

^See Cliap. X 

jiostj Chap. XII., Section III 



536 


THE oil Y OF CREDIT 


[chap, VII 


For some reason or another the Bank of England Note 
recovered much of its value after 1804 — perhaps they became 
more cautious in consequence of the severe condemnation of their 
Irish sister. But as schoolboys soon forget a severe castigation, 
the Bank of England soon forgot the vicarious castigation they 
had received in the person of their Irish sister 

1807, 1808, and 1801) were years of enormous speculation. 
The Bank of England made the most reckless and extravagant 
issues of Paper IMoiiey, on the very same Theory that the Bank 
of Ireland had done, and the consequence was exactly the same. 
The Bank Note fell to a discount of nearly 20 per cent., the 
market, or paper, price of Bullion rose to £4 1 l.s., the Foreign 
Exchanges fell accordingly, throwing all commerce into confusion. 
This state of affairs caused the appointment of the famous Bullion 
Coininittee, of whose Report we give an analysis bolow^ 

In the debate in the House of (Commons in 1811, the clearest 
evidence was given that there were two prices for everything, a 
gold price and a ])aper })rice, that a guinea was commonly 
exchanged for a £1 Bank Note and seven shillings. Nevertheless, 
the Government brought in a motion that in popular estimation 
a £1 Bank Note and l.s*. were equal to a guinea, and under the 
influence of party passion the House of Commons voted that 
27 == 21. Subsequently an Act was passed making it penal to 
make any difference between Bank Notes and guineas. But this 
Act was wholly ineffectual. Freed from all control by the fatuous 
vote of the House of Commons, tlie Bank issued paper mone/ 
more extravagjintly than ever. In 1815 the market price of gold 
rose to £5 lO^., and the Bank Note fell to Ids. Thus an Act, 
even though sanctioned by penalties, wholly failed to maintain 
Bank Notes and guineas at par. The consequences of this futile 
attempt are detailed further on 

When the French Convention issued Assignats they soon fell 
to a heavy discount. The Convention enacted the penalty of 
death against all those who did not receive the assignats as equal 
in value to specie. And for all that, the assignat fell to the 
36,000th part of its value in specie • 

Thus it \vas made manifest • that human I^aws, even though 
Chap, XII., Section I 
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sanctioned with the direst penalties, were wholly ineffectual to 
control the Laws of Nature 

Since then, all attempts have been given up to maintain an 
equality of value between specie and inconvertible paper money. 
Does any one now propose to maintain a fixed legal ratio between 
specie and Eussian paper rubles, or Argentine cedulas ? 

The very same principles apply to the attempt to maintain a 
fixed legal ratio between gold and inconvertible silver issued in 
unlimited quantities by printing so many words in a book 

AVheii the Protectionists wished to keep up the price of wheat 
to 805. a quarter, they were not so inane as to suppose that they 
could effect that by simply passing an Act : tluiy took the very 
I)ractical method of imposing very heavy duties on the importa- 
tion of wheat, so as 1o limit the mpjihf 

The proposal to enact a fixed legal ratio between gold and 
silver at 1 to 15^, when the natural ratio is 1 to ilo is e(jually 
futile ; the only way is to strictly limit the issue of inconvertible 
silver, as Great Britain and every great state have now done 


Oil the Restoration of a Gold Standard to India 


12 . When some armchair Economists hoar of the ])roposal 
to re-establish a Gold Currency in India, they an^ startk^d and 
amazed at the vastness of the operation, and some do not hesitate 
to denounce it as lunacy. But the question is, not what recluse 
'dreamers think about the matter, but what the res[)onsil)le 
authorities, and men who are perfectly conversant with the 
previous history of the case, and the circumstances which brought 
about the present state of matters, and the present condition of 
the country, think possible and advisable. After all it is a pure 
matter of figures. The real question is — What would be the 
quantity of Gold required to effect this purpose ? and how is it 
to be obtained ? 

No\v all those who are responsible for the adjninistration of 
India, are unanimously of opinion that the present sole legal 
Silver standard has inflicted incalculable injury, both on the 
Government and on its commerce, and that it is indisixins^Mc to 
re-establiSh a Gold Standard and Currency , ^ ^ . 
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The only question, then, is — ^liow is it to be effected ? 

Some persons luive an idea that Silver alone has been from 
time immemorial the standard of India, that it is impossible to 
change the ancient habits of the ]3eoplc, and that India is a very 
poor country, and Silver alone is suitable for her wants. On the 
other liand it has been stated, on seeming authority, that Gold 
alone lias been the standard of India from time immemorial, and 
that Silver was first coined by her Mogul coiuj^uerors. Both these 
statements, liowcver, are erroneous. India has been accustomed 
both to Gold and Silv<u’ from the earliest ages. India produces 
large quantities of Gold, but no Silver. Nevertheless, from pre- 
historic times, vast quantities of Silver have been imported into 
her to purchase Gold. The ratio of Gold to Silver in Persia was 
1 to 1J5, while in India it was 1 to 8. Consequently, vast 
quantities of silver were sent to purchase Gold. The Silver was 
brought from Tarshisli and exrdianged for t])e gold dust of Ophir, 
which Sir Alexander Cunningham holds to be the country of the 
Lower Indus. ^ lie says tliat the earliest Indian Coins were small 
flat pieces of silver, either scjuare or round, and named Kdrsha. 
These silver coins are found all over India from Kabul to the 
mouth of the Gauges, and from the Himalayas to Cape Comorin. 
There are hundreds of these coins in Indian collections and in 
the Britisli Museum. This, of course, disposes of the statement 
that silver was first coined by the Mogul dyna.sty. VV^hat it seems 
the Moguls did was to be the first to coin rupees 

Sir A. Cunningham says that these square silver coins were 
current long l)efore the time of Buddha, i.e,, in the sixth century 
IJ.C., as in liis time they were known by the name of xmrdna^'^ 
or old coins. He is of opinion that they may bo as old as 1 ,000 B.C. 

But Gold was not coined at nearly so early a date. It was 
found as gold dust, and it was kept in small packets of fixed 
weight. Job describes the gold of Opliir as “dust of gold.”'-* 
Isaiah says^ — “ 'J''hey lavish gold out of the bag and weigh silver 
in the balance.” Darius exacted as tribute from the Punjab^ - 
3()0 talents of gold dust, which was coined into Darics. All the 

of Ancient India, Jit/ Major-General Sir A, Cmininghamy London, 1891. 

Voi XXVllI., 0, 16 »/s. XL VI., 6 

^Herodotus III., 94, 96, 98 
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other satrapies paid their tribute in silver. From this Sir A. 
Cunningham concludes that in the sixth century B.c. the Indians 
had no gold Coinage 

But these vast masses of silver were imported into Northern 
India, and there was comparatively little silver in Soutliern India. 
Up to 1818 gold was the standard in Southern India, with copper 
for small change. This is a conclusive reply to the allegation 
that Gold is not suitable for the standard currency of India, as 
being a poor country. It was only in 1818 that the East India 
Company made their silver rupee the standard coin in Southern 
India. It was the East India Company which made silver the 
sole standard througliout India, when they might just as easily 
have adopted gold. It was the most disastrous error ever com- 
mitted by that great Company in their wonderful career 

We have next to consider the conditions necessary for re- 
establishing a Gold Currency in India : they are — 

(1) That the Foreign Exchajiges should bci in favor of the 
country 

(2) That it,should not be counteracted by the circulation of 
masses of Inconvertible Paper Money 

Now the Foreign Exchanges have been uniformly in hxvor of 
India, with scarcely an exception, for 2,000 years, and probably 
a great deal more 

Even since the earliest days of the Itoman Empire, the 
constant and uniform flow of the precious metals into India 
attracted the notice of Roman writers. Gibbon says^ that the 
natives of the East were content with their owi^ productions and 
manufactures. But every year 120 vessels sailed for the East, 
and silver was the only instrument of commerce on the side of 
the Romans. Pliny says'-^ that every year about one hundred 
millions of sesterces, or about £800,000, in the precious metal 
were exported to the East. And this influx of the j^recious metals 
into India has continued ever since. Even since the demoneti- 
sationof gold by Lord Dalhousie in 1852, several millions of gold 

Decline ami Fait of the Roman ErnjnrCf Cliup. 2. 

► 2 Hist. XII., 41. 
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are imported into India every year. The state of the Foreign 
Exchanges is, therefore, as satisfactory as it can possibly be for 
the re-establishment of a Gold Currency 

Next, with regard to Inconvertible Paper Money — it is like 
the Bishop’s Chapter on snakes in Iceland — “ there are no snakes 
in Iceland ” — so there is no Inconvertible Paper Money in India. 

It is impossible therefore to imagine a country in a more 
favorable position for a restoration of a Gold Currency than India. 

We have already shown that the demonetisation of gold by 
Lord Dalhousie in 185;] was soon seen to be a most disastrous error, 
and that all the public authorities, and public opinion, both British 
and native, loudly demanded tlie restoration of a Gold Standard 
and a Gold Currency. In many distri(d.s the natives them- 
selves had organised a Circulating Medium of gold bars, and 
in the 8onth the natives bitterly complained that sovereigns were 
not received at the public treasuries. It has also been shown 
that sovereigns had a very extensive circulation throughout the 
whole of India, and that public opinion, both British and native, 
was unanimous in demanding that the sovereign should be adopted 
as the standard unit throughout the whole country 

There never was in any country a movement so weighty and 
unanimous to change the monetary standard from Silver to Gold, 
and the attempt to do so in 1804 only failed became U iras fainted 
with lUmelalkni, It being then perfectly well known why the 
experiment failed in 1801, it follows that this great reform may* 
now be efiected with perfect success 

Mr. Hollingbeiy, an ofTicial of the highest ability, and who 
had the very beskt ollicial information, estimated that in 1874 the 
Silver Currency of India amounted to £180,000,000, and that 
the quantity of gold necessary to restore a Gold Currency to 
India was most certainly under £00,000,000 

Mr. William Douglas, ^ a very high authority, estimates that 
the silver currency in India in 1802 amounted to about 
£100,000,000. Without being able to guarantee the absolute 
accuracy of those estimates within a certain number of m'illions, 
they are quite sufficiently so for all practical purposes 
1 The Cvrrency of India^ London, 1892 
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So it may, or it may not, bo correct within a certain number 
of millions, that £60,000,000 of gold would be snIHcient to 
restore a Gold Currency to India at the present time, but it is 
quite sufficient for all practical purposes. 

The next question is, where are these £60,000,000, or say 
£80,000,000, of gold to be got from ? Many persons are alarmed 
at the effect which such a demand for gold might liave on the 
European markets 

The answer to this is perfectly satisfactory and conclusive. 
India would not require to take an oinuio of gold from the 
European markets. She has witliin her own ])orders many times 
as mucli gold as w’ould bo necessary to restore a Gold Currency to 
her, even supposing that it was much higher than the best con- 
jectured official estimate 

When Lord Dalhousic demonetised gold in I8r>3, it was 
estimated that £120,000,000 of gold disappeared from circulation 
and was hoarded away. But it was well known to (ivery one that 
thei’e were then hoarded aAvay vast quantities of gold. It is known 
tliat from 1885 ^o 1800 there w^ere £181,000,000 of gold im- 
ported into India. Ho tliat, allowing for any deductions, it is 
positively certain tlnit there arc enormous (jnantitios of gold 
hoarded away, whicli have only to he enticed out of tiicir hiding 
places, on a sufficient inducement being offered, to be trans- 
formed into coin 

Says Mr. Douglas'* — In 1885 it Avas supposed that the gold 
then accumulated in the country in various forms — a great 
portion in the old gold inohurs and pagodas whi(;h were legal 
tender before that date, was equal to about 1 40 millions pounds 
sterling. Since then, as already stated, gold equal to about 131 
million pounds sterling has been imported and retained, and 
allowing for exports across the bonier to Central Asia, it is 
believed that there is now a stock of gold in India equal to at 
, least 250 million pounds sterling. A recent writer is inclined to 
put it as high as 800 millions. But this is mercliandise and not 
currency, and hoarding of gold is therefore encouragcfl. For if 
exchange urere at, say 2s., any one possessing 100 sovereigns, if 
1 The Cvrrencj/ of Indian 1892 
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he wished to lend them out at interest, would not be able to sell 
them for more than about Rs. 1,000, which would be the sum 
lent in currency. But he mi^ht be repaid when exchange was at 
1.9. Ad.^ and tlien his Rs. 1,000 would only buy G6 sovereigns, 
whereas if he retained his 100 sovereigns till exchange declined 
to l6*. 4^/., he could buy with them Rs. 1,500. This illustration 
shoivs wluj gold hoarding alimgs takes place in any coimiry with a 
depireciaiing currency and gold at a prenimm^* 

This last remark is most pregnant and important. It is 
universally true. And it must have been proceeding in India, 
with the constantly falling value of the rupee, at a greatly 
accelerated rate. 8o that what wdth the known importations of 
gold, and the enormous (piantitics of it known to be hoarded away, 
it may probably be reasonably conjectured that the existing stock 
of gold in India is fully five times as much as would be necessary 
to restore the Gold Currency, without recpiiring a single ounce 
from any foreign source. 8o that alarm of the scholastic 
Economists may be quieted 

We had some conversations with Colonel Smith, late Director 
of the Calcutta !Mint, who had not the slightest doubt that a gold 
standard might be restored to India, with the greatest facility : 
though there were objections to tlie particular scheme he 
proposed 

Again IMr. Douglas says^ — “ In 1876 the Bengal Chamber of 
Commerce petitioned the Viceroy, Lord Lytton, to prohibit, or 
limit, the coining of rupees, but they omitted to point out in whafe 
way a gold currency could be introduced, or how the balance of 
indebtedness in the external trade would be paid. The Govern- 
ment very properly replied that they coidd not close the mints to the 
coinage of silver ivithout at the same time opening them to the free 
coinage of Gold as legal tender money 

“Bub in 1878 Lord Lytton’s Government itself made a 
proposal to the Government at home for the introduction of a 
gold standard and a gold currency.’^ But, of course, at was 
quashed at home 

At last, in 1802, after 14 years of apathy and hesitancy and 
delay, terrified at the tremendous fall in the value of silver, and 
^ Tht Currency of /jirfia, p, 35. 
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the prospect of the repeal of the Sherman Act hj the United 
States, and the probable deluge of silver that would be poured in 
on unhappy India, the Government of India sought the permission 
of the Home Government to close the Indian mints to the free 
coinage of silver, with the view of the restoration of the Gold 
Standard and Currency. The Home Government referred the 
proposal of the Indian Government to a Committee of presumed 
experts, who with great hesitancy and dubiety agreed to the 
proposition of the Indian Government, (;xcept that the signature 
of the most distinguished member of the Committee, Lord 
Herschell, was withheld. Thus, at last, the bold and decisive 
step of closing the Indian Mints to the free coinngc of silver 
was taken, which ought to have been done at least sixteen years 
before 

But this is only a lialf measure. It was avowedly done to 
prevent the further fall in the value of the rupee, and to prevent 
the deluge of silver which seemed likely to be poured into India. 
And in this they have been successful. They have arrested the 
fall in India itself. But they have not produced stability in tlie 
Exchanges, nor c,an any such measure do so. The impression 
they conveyed to the public was that this measure would make 
the exchanges stable at 4(L for the rupee. But in this it has 

wholly failed. The India Council have never been able to sell 
their bills at 1^. 4d. ; and for some time they refused to sell any 
bills at all, and to meet their payments due in England, they pre- 
•ferred to obtain authority to raise a sterling loan of 10,000,000 
in England. But suoli a measure cannot be repeated. TJie 
Council were at last obliged to give in, and the price of their bills 
has continued to fill. On the 17th of May, 189-1, the Council 
were obliged to sell bills at l5. No wonder that every 

account from India says that the public are getting more and 
more irritated, and the position is intolerable 

One Jiegative merit, however, the Government have had in the 
present trouble — they have refused to listen to a Avord in liivor of 
Bimetalism 

The Government have committed themselves to the restoration 
of the Gold Standard and Currency, and fr6m that determination 
they canilot resile. But Avith the first indispensable mcasufe of 
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closing the mints to the free coinage of silver, it would seem that 
their energies are exhausted : they have not given the faintest 
public indication of their intention of taking measures to effect 
the indispensable completion of their work by restoring the gold 
standard. And yet Lord Lytton pointed out in 1876 that the 
necessary complement of closing the mints to the free coinage of 
silver was to restore the gold standard 

Why, then, is this incomprehensible delay ? The Government 
have the ball at their feet. Their course is clear before them, 
well buoyed out by the errors of their predecessors. They have 
gold in profusion at command. The exchanges can never be 
rendered stable excc})t by the restoration of a common standard 
unit. AVhy, then, this delay, to which there seems no end ? 

Having taken the bold and indispensable i^reliminary step of 
closing the mints to the coinage of silver, the crowning of their 
work is perfectly simple and easy. There are but two subordinate 
considerations, which must be determined by the advice of ex^De- 
rienccd persons most conversant with the conditions of the 
country. Tliesc are — 

(1 ) What should be the ratio fixed between the sovereign and 
the rupee V 

(2) Should the rupee continue to be legal tender to an 
unlimited amount, as at present ? or should it be limited 

AVith respect to the first of these questions, the Government 
may fix the ratio at any figure they please, which will draw forth 
the gold from its hiding places to be brought to the Mint to be 
coined. If the coining of silver as a subsidiary coinage be strictly 
limited, the subsidiary silver coinages of England, France, 
Holland, and otlmr countries show what a wide margin may 
subsist between the rated and the market value of the Coins. On 
this point, therefore, there is no difficulty. It would seem to be 
expedient to fix the value of the sovereign somewhere about G or 
8 per cent, above the market value of silver 

AVith respect to leaving the silver rupee as unlimited tender, 
or limiting it, we have the examples of England on one srdc, and 
France and Holland on the other. In England, not only is silver 
limited in amount, but it is also limited as legal tender. In 
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France and Holland silver is limited in amount, bub it is not 
limited as legal tender. Mr. Douglas, a very liigh authority, 
considers that the limitation of silver as legal tender in England 
is unnecessary, and that it is sufficient to limit it in amount, but 
it is not probable that Parliament would consent to alter the 
present system in England. But the examples of‘ France and 
Holland certainly seem to bear out Mr. Douglas’s opinion. 
Which system would be most suitable for India must be 
determined by the advice of the most experienced Indian exports. 

At all events the stability of exchange, which is the principal 
point to be considered, is perfectly secure on either system, as 
may be seen in the case of France. Although live franc i)ieces 
are unlimited legal tender within tlie country, tlie foreign 
exchanges are settled in Gold. And to ])rese]*ve stability in the 
exchanges, it is only necessary that the unit in wliieh the exchanges 
are settled should be the same. The state of the subsidiary or 
complementary currency has no effect on tlie exchanges. At the 
present time the foreign exchanges of France are in perfect order. 

One thing, ho'yever, is positively certain, that it will never be 
possible to maintain a stable rate in tlie excliangcs between 
England and other gold using countries, and India under the 
present imperfect and uncompleted system. It was proved before 
tlio House of Commons that it is not possible to maintain a stable 
exchange between countries which do not use the same metal as 
their standard ; and there can be no ]\Ionetary Peace between 
India and England until the Gold Sovereign is made the single 
standard unit throughout the whole Empire 

Mr. Douglas concludes in these scathing and bitter, but 
o’erfcrue words — “ All these attempts to give India a whole and 
sound currency have been steadfastly overruled by the authorities 
at home. The Home Government has been in the habit of 
passing on the Indian proposals to the consideration of Com- 
mittees, consisting of irresponsible . theorisers, or men under 
London monetary and Stock Exchange influences. The fixed 
idea of the latter is, that the United Kingdom is really the only 
country that should have a gold standard, aud that silver is good 
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enough for all the rest of the world. They tried hard, hut tried 
in vain, in 1872, to prevent Germany from introducing the gold 
standard, and France from discarding bimetalism. They found, 
however, the linaiicial statesmen of botli countries keenly alive to 
what the best interests of their people demanded, and by no 
means to be cajoled into thinking that what was good for the 
United Kingdom should not also be good for them : and it is 
all the better for our own country that Germany and France, in 
recent years, have had an equally sound currency with itself : 
just as it has been a great evil to ns, and a still greater evil to 
the Indian ]icople, that their currency has consisted of a discarded 
and depreciating metal. But although the Loudon financial 
octopi''* were unable to stop the action of France and Germany 
in the right direction, most unfortunately India, throngli the 
statesmen in Downing Street ultimately responsible for the direc- 
tion of her affairs, has been within their power and influence. 
Up till now they have prevailed in maintaining a state of things 
in which gold is held to be the right standard for ourselves, but 
the discarded and depreciated silver of the rest of the world good 
enough for our great dependency. The Committees referred to 
did not, as a rule, contain a single banker, a single merchant, 
a single manufacturer connected with the Indian trade, or any 
one really representative of the Indian people, or any one with 
sufficient practical knowledge to enable him to guide the 
application of sound currency principles to the special circum- 
stances of the case : yet the Home Government sheltered themselves’ 
behind their opinions in refusing to sanction the change recom- 
mended. This comes out particularly clear from the way in which 
the Indian ])ro}K)sals of 1878 were dealt with. Those, therefore, 
responsible for the continuance of tlie cruel wrong inflicted on 
the Indian people in the matter of their currency, are not the 
Viceroy’s Government, but the authorities at home” 

Nor is this merely individual mercantile opinion, however „ 
high, hut the Times correspondent, as embodying general public 
opinion in India, writes home 21st May, 1804 — “The opinion is 
freely expressed on all sides that the Secretary of State has 
allowed himself to te made the tool of persons who sought from 
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the first to thwart the measures adopted last June. Even the 
opponents of these measures admit that tliey liave nob had fair 
play. The situation is most critical. Even if the cotton duties 
are imposed, they will go but a little way towards meeting the 
deficit which is now inevitable, and what is still more serious, a 
bitter feeling is universal that the India Office has betrayed its 
trust, and, by subservience to the selfish interests of liombard 
Street and Manchester, has done more to sluikc the British 
Empire in India than anything which lias liappened in this 
century ” 

Is not this expression of independent public opinion sufilcient 
to rouse the Government from their toi-por ? 

The whole of this unhappy India business for 20 years is an 
everlasting stigma on the British Economic and Financial States- 
manship of the nineteenth century 

On ihe Alleged Scarcity and Appreciation of Gold 

13 . In these discussions a most nonsensical expression has 
come into vogues The Bimctalists constantly speak of the 
Appreciation of gold, meaning that, from an alleged scarcity of it, 
it has risen in value 

Now even if it were true that there is a scarcity of gold, to 
speak of it as “ appreciation ” is absurd. Appreciati«)n means 
estimating a thing at its true value. If a great poet or philosopher 
Is said not to have been appreciated by liis generation, it means 
that they did not estimate him at bis true value, or merit 

It has become very usual to speak of the Depreciation of 
silver, meaning the fall in its value. Bub this is ejuite inaccurate. 
Depreciation means that a tiling is not of tlie value it iirofesses to 
be. Thus, if shillings become below their legal weight by wear 
and tear, or hy clipping, or other bad practices, or if coins are 
debased in their fineness below the legal standard, and are still 
^ allowed to pass current, they are said to be depreciated. But if a 
fall in the value of silver takes place from natural causes, it is not 
Depreemiiony but a Diminution in value, as wc have already 
pointed out , 

So if a Bank Note, which professes to be of the value of 20s., 
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is only rcully of tlie value of GJ., it is depreciated because it 
is not of the value which it professes to be of 

But to speak of any supposed increase in the value of gold 
from an alleged scarcity of it as appreciation is absurd 

But the alleged scarcity of gold is purely mythical. It exists 
only in the imagination of the Bimetalists. The earth teems 
with gold. The supply of it is constantly increasing, and new 
sources of its production are being discovered every day. Indeed, 
tiie Times of 22nd May, 1801, says — “The world’s supply of 
gold now seems excessive.” We can hardly take up a paper 
without reading of new fields of gold being discovered : and after 
making every allowance of a heavy discount for the rose-coloured 
pictures of correspondents and the cunning wiles of company 
j)romoters, et hvjas (jencris omnis^ there can be no reasonable 
doubt that, within a short period, we may expect an increase in 
the annual production both of gold and silver only inferior, if 
indeed inferior, to that which took place on the coucpiest of 
Mexico and Peru, and the discoveries in California and Australia. 

The alleged rise in the value of gold is supposed to be proved 
because a certain number of commodities ha\,e fallen in price. 
But in fact, the fall in the price of these commodities can be fully 
accounted for in the change of the conditions of the productions 
themselves ; and if some commodities have fallen in price, there 
are many others which have not fallen. Besides, the price of 
many commodities depends upon the condition of trade far more 
than the state of the currency, and has nothing to do with any 
amount of gold 

Among other things the price of that mighty department of 
Economics, named Labor, has not fallen, except perhaps in some 
few isolated instances. On the contrary, wages generally have 
risen 

But the most decisive example is that which is usually called 
the Money Market, or, as it ought more properly to be called, the 
Credit ^larket, as we have shown further on 

In recent times discount has often fallen to \ per cent. It is 
most commonly between 1^ and 2 per cent., and it very, seldom 
now rises to 3 per cent, in this countiy. On the 21st of May, 
1894, the nominal Bank rate of interest was 2 per-cent., the 



§13] 


ALLKGED SCARCITY OE GOLD 


539 


market rate of interest was ^ to 1 per cent., and the price of the 
2| Consols was 100^. This shows that 2^ per cent, is now 
considered tlie usual average rate of interest in this country. 
How could that possibly be if there was really a scarcity of gold 
as alleged ? In the days of Charles II., when gold was really 
scarce, the usual rate of interest was 10 per cent. 

This alleged scarcity of gold is a pure delusion, and exists only 
in the imagination of the Bimetalists, and is only a cry got up 
by them to beguile the public into their schemes of Bimetalism. 
How can gold be scarce when any amount of Credit can be 
procured on good security at 1 per cent. ? Such an assertion 
confutes itself among all persons who really understand business. 
It all arises from ignorance of the principles and mechanism of 
our colossal system of Credit. And on this subject the common 
text books on Economics are simply worth nothing at all. Adam 
Smith, Say and Mill admit that Credit has exactly the same ellect 
on prices as money itself. Smith classes Bank Notes, Bills of 
Exchange, &c. — which are all Credit — as Circulating Capital. 
Say begins by including Instruments of Credit under the term 
Wealth: and has given some notices of their use in commerce. 
Mill admits that Bank Notes, Cheques, Bills of Exchange, &c. — 
which are all Credit — act in the same way, and perform all the 
functions of Money. He also admits that a promise or order to 
pay — 2 \e,, a Credit — issued by a solvent merchant or banker is of 
the same value as gold. He also admits tliat Credit produces the 
siime effects on prices as money. But beyond these few per- 
functory sentences, these writers have no more concej^tion of the 
great juridical and scientific principles and mechanism of the 
colossal system of Credit, than so many children of six years old 
have of the triple expansion engines of the Canipmia 

The rock upon which the Bimetalists, and almost all jicrsons 
without exception who bemuse themselves and their readers by 
chattering about the Currency, or Circulating Medium, founder is 
that Gold and Silver only constitute the Currency, or Circulating 
Medium, and the Measure of Value, or Prices. And that prices are 
governed solely by increasing or decreasing quantities of Gold and 
Silver. That doctrine might possibly have had some appearance 
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of truth sevenil hundred years ago, bub at the present day it is 
utterly exploded, and out of date. In this and other great 
mercantile countries, such as the United States, where there is 
a regularly organised system of Mercantile Credit and Banking, 
Gold and Silver do not form more than 1 or 3 or 4 per cent, of 
the Ciirivncy, or Circulating Medium, and Measure of Prices 

Even in the most common books on Economics it may be 
seen that it is admitted that Credit, in various forms, has exactly 
the same (.‘fifects on production and prices as an equal quantity of 
Gold and Silver, though the writers never had any conception of 
the stupendous effects of this admission 

We li}iv(‘ in fact passed through the ages of Gold and Silver, 
and left them long behind us. This is the age of Credit, or 
Paper : and no one who does nob study and thoroughly compre- 
hend the principles and mechanism of the colossal system of 
Credit, Mercantil(^ and Banking, can form the most distant con- 
ception of tlie effects of an increased or decreased quantity of 
Gold and Silver on prices, and is nob justiiicd in writing on the 
question 

The great dilficulty in imbuing the minds of students with 
the true pi’inciples of Credit consists in the elementary notions 
which the (;oinmon text-books on Economics instil into the minds 
of their readers. They allege that all Wealth is the produce of 
land, labor, and capital, and that Labor is the cause of all Value ; 
though they abound in Hat contradictions of such doctrineS. 
AMien students, therefore, whose minds have been filled with 
these elementary ideas, see gold sovereigns and silver shillings, 
they readily admit them to be wealth, because they arc the pro- 
ducts of land, labor, and capital. But when they are told that 
Bights of action, /.e., Credits, or Debts, are Wealth, for exactly 
the same reasons, and under the same conditions that Gold and 
Silver are Wealth, tlicy arc startled and shy at such a doctrine 

The solution of the whole difficulties whicli perplex and^ 
confuse Economics at the present day, is to revert to the original 
and unanimous doctrine, which the ancients held for liK)0 years, 
tlijit Exchangeability is the sole essence and principle of Wealth, 
and that everything is Wealth which is exchangeable, or which 
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can be bought and sold, no matter what its nature or its form 
may be ; and that Demand is the sole cause of Value 

As pointed out in the dialogue Eryxias, cited above, metallic 
money is wealth only in those places and at those times in which 
it is exchangeable, or can purchase other things. Wherever and 
whenever it ceases to be exchangeable, or has lost its purchasing 
power, it ceases to be Wealth 

But the Promise to pay of a solvent merchant or banker is 
equally Wealth, as even Mill himself admits, because it will be 
paid or purchased in money by the issuer at maturity. The 
Bank of England stamps a piece of paper with the promise to 
pay £100 on demand. This Note has Value, and is AVcjalth, 
because the Bank is ready to i)urehase it with 100 sovereigns at 
any moment the holder of it pleases 

Moreover, if persons would study any chunentary text-book of 
Jurisprudence before they write on such a sul)je(.‘t as (Jredit, they 
would see that Rights of action, such as Credits, or Debts, as well 
as other species of Rights, are saleable commodities, just like 
Gold and Silver. Thus the famous Roman jurist, Uli)ian, says — 
We are accustomed to buy and sell Debts payable on a certain 
day and at a certain event. Because that is Wealth ( AV.s‘) which 
can be bought and sold.” Bo in Roman Law, Credits or Debts 
(and other rights) are termed Pecmiia^ Bona^ Bes, Merx: in 
Greek Law, ^rj/naTa, Trpdyfxara, ovirla, dyaOdy o7/<os, Ac. : and in 
English Law, Goods, Chattels, M(?rchandise, vendible commodities, 
incorporeal property, incorporeal wealth 

Thus the wiiolc mass of existing Rights of action, Credits, or 
Debts, in this or any other country, is a gigantic species of 
Exchangeable Property, just like Gold, Silver, •corn, tind)er, 
manufactured goods, or any <Hher juaterial chattels 

The superlative importance of this is, that in this country all 
commerce and trade is carried on by the Creation, the Circulation, 
and the Extinction of these saleable commodities termed Credits, 
,or Debts, and not by Gold and Silver. By the usage of trade, 
^eady money in the City of London means a three moiitlis’ hill. 
And thesCi Rights of action, and otlicr Rights, form articles of export 
and import between country and country, and affect the Eoreigu 
Exchanges, exactly in the same way as material commodities do 

31 2 
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Tlic fuct is that the value of Gold is determined not by the 
quantity of (J old alone, but by the aggregate of Gold and of all 
Credits payaljle in gold — which may be termed Gold Credits 

The value of Silver is determined not by the quantity of Silver 
aloiKi, but ])y tlie aggregate of Silver, and of all Credits payable 
in Sih er — which may be termed Silver Credits 

And the mai’ket ratio of Gold to Silver is determined not by 
th(i quantity of Gold and Silver alone, but by the ratio of the 
aggregate of Gold and all Gold Credits to the aggregate of Silver 
and all Silver Credits 

Another delusion which obscures the comprehension of this 
subject is that which the concoctors of the Bank Act of 1844, 
and many scholastic Economists, hold, that all Bank Notes, Bills 
of Exchange, Cheques, &c., are always actually paid in money, 
be(jause they are expressed to be payable in money. We have 
shown that there are three other methods by which obligations 
are (‘xtinguished, besides payment in money d And at the present 
day it is probable that, in this country, not one Bill of Exchange 
ii\ oOOjOOO is ever ])aid in money, but by the other methods wc 
have described 

Aiiotlier delusion which obscures the comprehension of this 
question is the exjdoded fallacy, propagated by such obsolete books 
as (jilbart on Bankiny^ that the function of a bank is to “borrow 
moiK'y from one set of persons and to lend it to other persons.” 
Banks never “lend” out money. They buy Money and Debts 
payable at a future time, by creating in exebange for them Debts 
of their own jjayalde on demand, which in the technical language 
of modern banking are termed Deposits. As Mr. Cazenovo 
rightly said — “ It is these Banking Credits that are the loanable 
capital ” 

And these Deposits, or Banking Credits, exceed several times 
the quantity of specie the banks find necessary to hold in reserve.. 
The sole and express purpose of banks is to issue Eights of 
action, Credits, or Debts, which preserve their value wifli specie 
by «the banks always taking care to hold such a quantify of specie, 

1 See chap. Ill,, soct, IV., suj)ra and chap, XII,, ir^fra 
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that their creditors may feel assured that they can p^ct money for 
them on demand. The express function of a Bank is to angineiit 
or increase the Currency, or Circulating Medium, of the country : 
and so, as every writer who understands the su])ject has said, to 
increase the Circulating Capital of the country. As Bishop 
Berkeley said 150 years ago, a Bank is a Gold Mine 

Bills of Exchange are paid in this country, not by Gold, as is 
so often supposed, but by the constant creation of new Banking 
Credits, as we have fully explain(;d further on^ 

The amount of these Deposits, or Banking Credits, created 
by all the Banks in the United Kingdom, a])proaches to about 
iBl, 000, 000, 000. And they have exactly the same elh'Cts on 
production, prices, and the rate of int(a-est, as an ccjual (|uau(ity 
of Gold and Silver. Tliey are for all practical purposes now the 
Current Coin of the realm 

Tt is the immense power which our leading Banks have of 
creating these Deposits, which has reduced th(i rate of interest to 
1 per cent. 

To use a homely illustration, the vast ainoiinb of (h’edit, by 
means of which i\\\ commonie and trad(i is now cari*ied on, may 
he compared to a schoolboy’s Imniining top, which, bowcviu* large 
it is, revolves on a very minute axis. At the ])res(mb day (Jold is 
notliing hut the minute axis upon which tlic wliole of the colossal 
system of Credit revolves 

However, as the purpose of this ivork is to give an exposition 
t)f the principles and mechanism of the organisation of our system 
of Credit, wo eaunot say any more about it here, hut must refer 
any of our readers, who care to itupjire into it, to the preceding 
and subsequent chapters ^ 

All this shows how utterly futile is the cry raised by the 
Bimetalists of the Scarcity and Appreciation of (iold 

On the Effects of €stahlisldn<j a Fixed Ratio beltvfTa Gold 
and Silver by International Agreement 

14 ** Let US' however exert a strong elTorb of imagination, 
and suppose that all the wide yawning crevasses and Himalayan 

* 1 /Vec infra^ olisip, XII. 
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mountains of obstacles were surmounted, and a meeting of all the 
wise men of the earth, gatliered together from the East and the 
West, from the Nortli and the South, were to meet in solemn 
conclave to establisli a fixed ratio between Gold and Silver by^ 
International Agreement — AVhat is the ratio to be ? 

Bimetalisis tell us with the lightest of light hearts that the 
Ratio to be fixed upon is of no consequence — the merest matter 
of detail. The tiling to be done is to fix upon some or any Ratio. 

But is the Ratio to be fixed upon such a mere bagatelle, such 
a matter of mere detail ? If, by the wildest effort of imagination, 
and the strangest freak of fortune, such a meeting were ever to 
take place, the Bimetalists would find in it their Sedan 

Now let us examine the effects upon England and France of 
fixing on a Ratio 

The fanalicmimi of Bimetalists contend that the old ratio of 
1 to 151, should be fixed upon 

Now what would be the effect on England of establishing 
such a Ratio ? 

The simple effect would be that all debtors — the Government, 
all Banks, all nierchants and traders, all Corporations and Insti- 
tutions which have contracted to pay 20s. in gold, would be 
allowed to discharge their obligations with 10s. in silver — which 
simply spells Universal Bankruptcy. AVould England ever 
agree to establish such a Ratio ? 

The less fanaiici of Binietalists contend that the Ratio should* 
be fixed at some point more hi accordance with the present 
relative market value of gold and silver 

The pi’esoiit Ratio of gold to silver is about 1 to 35 

The Bank of France has at present in reserve au enormous 
mass of silver which is valued at £50,000,000 

But how is this mass of silver valued at that sum ? Simply 
by retaining the obsolete and imaginary ratio of 1 to 15|^, and 
rigorously closing its Mints to the free coinage of silver 

French five-franc pieces, which arc now legal tender to an 
unlimited amonnt, are in reality as much token money, as our 
shillings arc, whose present market value is somewhat less than 
hd. ' The market value of the silver in the French '»five-franc 
pieces is somewhat less than 2^ francs 
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If the Frencli mints were opened to the free coinage of silver 
at the present ratio of 1 to 35, the Bank of France would 
instantly iose about £28,000,000 in value of its assets. Every 
debtor in France would be allowed to pay off his debts iii live- 
franc pieces worth about 2 J francs — which simply spells Universal 
Bankruptcy for France. Does any human being suppose that 
France would ever consent to establish such a Ratio ? 

But the fact is that France cannot stir a stej) from her present 
position in the direction of Bimetalism without ))ringiiig on a 
National Bankruptcy. Even supposing that all the world should 
agree to adopt Bimetalism at the ratio insisted upon by the 
keenest French Bimetalists, 151 to 1, it would not have tlie 
slightest effect on the Laws of Nature. Tlie value of the ffv^e- 
franc pieces would at once descend to the market value of silver, 
notwithstanding all the cobwebs of International Agreements. 
And that spells National Bankruptcy. France is therefore lirmly 
and immovably fixed in her present position 

Thus, supposing this conclave of wise men to meet to estab- 
lish a fixed ratio between gold and silver by International 
Agreement, the vpry first proposal to take a delinito ratio would 
shatter it to atoms like a bombshell of dynamite, amid universal 
laughter — never to meet again to embark on such a wild goose 
chase 

So much for the contention of the Bimetalists tlisit the fixing 
of a ratio by International Agreement is a mere insignificant 
matter of detail 

The fact is that the great fundamental Law of the Coinage, 
first demonstrated by Oresme, Copernicus and (h*esluim, that 
Inferior Coins and Superior Coins cannot, in the nature of things, 
circulate together in unlimited quantities, which has been found 
to he true in all ages and countries, and which has been accepted 
as true by all sound Economists, is not confined to single and 
separate countries, any more than tlie Law of Gravitation, or the 
Laws of Optics are. These, when once demonstrated in any one 
country, are found to be true throughout the whole world 

So the Law of the Coinage in question was demonstrated in 
France by Oresme, in Poland by Copernicus, and in England by 
Gresham, quite independently of each other 
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Its terms arc perfectly general and universal ; they are not 
limited to single States, nor by Time nor Space : they are 
absolutely true, through however large an area they operate — 
throughout the whole world as well as in each separate State. If 
the whole world were to agree to fix a legal ratio between Gold 
and Silver, which differed from the general market rate, the same 
consequences would follow throughout the whole world, as have 
been invariably found to follow in every separate state — The 
Superior Coin would mfrtlHhly he driven out of circulation ^ and 
the Inferior Coin only would remain 

Biinetalists sometimes allege that the Law of Oresme, 
Copernicus and Cresham only operates to cause the exportation 
of the Superior Coin to foreign countries, and they ask — If all 
countries were to agree to one fixed ratio, to what foreign coun- 
tries could the Coin be exported ? 

Hut they fail to observe that there are two other modes of 
disappearance besides being exported — 

1. Simply by hoarding away; as has happened in every 
country where llimetalism has been established 

2. Melting down the Coin into Bullion. If the value of the 
metal in Coin falls below its value in Bullion, it is at once melted 
down into Bullion 

These two methods of disappearance do not necessitate any 
exportation of the metal 

The notion, then, that it is posvsible to fix a legal ratio between# 
Gold and vSilver by International Agreement, any more than 
States can do so separately and singly, is a vain delusion and a 
pure chimera. It is no more possible to bind Gold and Silver 
together by Int6rnational Agreement than it is to tie the planets 
togetlier by packthread 

Or, by International Agreement to suppress volcanos, earth- 
quakes, tornados and typhoons 

Or by International Agreement to compel the waters of the 
Ganges to flow back from the Sonderbuuds to the Himalayas 

Three Forms of Bimetalism 

15. There are three Forms of Bimetalism — 

1. Where an unlimited number of Coins of gold and silver 
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are issued of a fixed weight, fineness and denomination, but at 
no fixed legal ratio attempted to be made between them : but 
they are left to find their own level, or market value, in public 
use 

This was the state of India in 1700. There were then 283 
different kinds of gold coin, and 711 different kinds of silver 
coin in circulation, of different weights and fineness : tlicy were 
constantly fluctuating in value. No one knew the value of the 
coins in his possession, and in the most ordinary trail sjictions, a 
shroff, or professional money changer, was obliged to hr. called in, 
as he alone knew the value of the different coins, and he took 
care to profit thereby. All the moneys paid in to the public 
treasuries had to be valued by a shroff 

Such a system of coinage was tolerable under the absolute 
despotism of tlie Mogul dynasty, where tlie taxes were laid on the 
ryots, and tlicre Avas extremely little commerce and no banking 
Bub it was intolerable nndcr a. civilisc.al (lovernment, and tlie 
extension of coniinoree and banking. It tlicn became indispens- 
able to have some fixed unit of payment 

Hoav could Bjjls of Exchange be paid by bags of miscellaneous 
coins, each one of which re(piired a separate valuation ? JIow 
could sums paid into or out of a bank in quantities of miscel- 
laneous coins be valued ? It would require a shroff to intervene 
in every single transac.tion between banker and customer. It 
was this very thing which caused the Banks of Venice, Amsterdam, 
•Nuremberg, Hamburg, and many others to be founded, to 
establisli a fixed standard of payment in nil commercial transac- 
tions. Tlio East India Company found this syst(un absolutely 
intolerable, and endeavored to establish a system of Bimetalism, 
by fixing a ratio betAveon Gold and Sih^r (Vu'ns, to remedy it, 
but it turned out a complete failure 

2. One Coin may be made the sole legal standard, and coins 
of other metals may be allowed to pass curnuit at tlaa’i' market 
value Avitli respect to the standard coin. IMiis syst(un prevailed 
in India from 1835 to 1853. But it is open to the obvious 
objection that these auxiliary coins may fall greatly in value, and 
so the holders of them may sustain great losses 

It wjfS the fear of this that made JiOrd Dallioiisie demonetise 
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gold at a week’s notice in India, and order the Public Treasuries 
to receive no gold 

Under each of these systems Gold and Silver Coins may 
circulate together in unlimited quantities, but the practical in- 
conveniences are so great, that they become intolerable 

3. It may be attempted to maintain Gold and Silver Coins 
in unlimited quantities at a fixed legal ratio. But the experience 
of centuries in every country has shown that this is absolutely 
impossible, ft has been proved by uniform experience, that the 
relative value of the coins is governed by the relative market 
value of the bullion, and that when the market value of the 
metals in bullion dillers from the fixed legal ratio of the coins, 
the coins made of the metal which is overrated invariably 
drive tlie coins made of the metal which is underrated out of 
circulation, and alone remain in possession of the field 

The East India Company had full experience of each of these 
three forms, and (bund them each and all impracticable and 
impossible, and then, taught by the hard logie of facts, finally 
denounced and renounced Bimctalism and aU its woes, and 
adopted Monometalism — Experts erode. ]\Iost unfortunately 
she adopted Silver instead of Gold, which she might have done 
with the greatest ease, and thus has brought on our present 
troubles 


The True Principles of a Coinage 

16. The Circulating Medium or Currency of the world con- 
sists of Specie, Gold, Silver and Copper, and Credit in all its 
forms, both written and unwritten 

The facts detailed in the preceding sections and the arguments 
of the illustrious writers we have cited, demonstrate beyond the 
power of contradiction that the following are the true principles 
of a Coinage — 

1. That the Coin which is to be the standard unit of Money, 
the measure of the value of all property, and the instrument of 
Comifierce, should be made of One metal ouly — that it ^ould be 
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coined in unlimited quantities — and absolutely free from all 
charge, so as to preserve exactly the same value as uncoined 
Bullion — and tliat it should be Legal Tender to any amount 

2. Tliat Coins of any other metals which are issued should be 
purely subsidiary, and kept strictly under the control of the 
Government. That a certain seignorage should be taken out of 
them partly to defray the expense of tlie coinage, and partly to 
maintain their value above that of uncoined Bullion. Tliat they 
should only be issued in limited amounts to meet the wants of 
the people fbr small change — and that they should be Legal 
Tender only for very small amounts 

If these conditions be observed, tlie market value of the 
metals of whicli the Coins arc made may fall very considenihly 
below the rated value of the Coins without producing any ill effects. 

Thus in 1817, when our present system of Coinnge was 
established, the seignorage taken out of the Silver Coinage was 
estimated to raise their value about 0 per cent, above that of 
Silver Bullion, but, according to the present market ratio between 
Gold and Silver, the value of tlie Shilling is more than 50 per 
cent, above its vidue as bullion. And there have been no dis- 
turbances, because their amount is strictly limited, and they are 
only legal tender to the amount of 40.s‘. 

The same arguments apply to our Copper Coinage 

So also the current live-franc pieces in Franc(3 ai*e in reality 
only worth about 2| francs, according to the relative market value; 
of Gold and Silver. But the mints are clo.sc.d to the free coinage 
of silver, and so their (quantity is strictly limited 

Thus the value of the subsidiary Coins is maintained at the 
level of the s alue of the standard unit ^ 

3. Banks should have no legal limit on their creation of 
Banking Credits — as they have not at present — nor upon the 
methods by whicli they find it most convenient to cii’culatc them, 
either Bank Notes or Cheques. At the present lime the amount 
of Banking Credits allowed to be circulated by Notes is strictly 
limited by law ; but the amount of Banking Credits allowed to be 
circulated by Cheques is absolutely unlimited. This distinction 
between Cheques and Notes is mischievous and absurd : because 
Cheques •and Notes are identical instruments. Their sole use is to 
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circulate Banking Ci'cdits ^vbicll have been previously created: 
and the real danger lies in the excessive creation of Banking 
Credits, upon whicli tlie J^aw places no limits— and not in the 
instruments by ^vhicll tliey are circulated 

In ordei’ to pi*esei*ve Ihinking Credits at their par value with 
the standard Coin, tlu^y should bo convertible into that coin on 
demand ; and to la'event an excessive quantity of them being 
created, and so driving specie out of the country, tlie Rate of 
Discount should be strictly adjusted by the state of the Foreign 
Exclianges and tlie amount of Bullion in the Bank 

If these rules be strictly observed, the whole Circulating 
Medium, or Currency, of su])sidiary specie, and the supplementary 
currency of pa])(;r, may be kept at par with the Standard Unit 
If the Standard Unit be kept its full legal weight and fine- 
ness, the state of tlie subsidiary and supplementary Curi'cncy has 
no elTect on t he Coreign Exchanges 

In 1007, owing to the debased state of the Silver Coinage, 
which was then th(‘ Standard Unit, the Foreign Fxchanges fell 25 
per cent., and owing to the suspension of cash payments by the 
Bank, its notes bdl to a discount of 20 per ceut.^ But as soon as 
the new Silver Coinage was issued, the Exchanges were im- 
mediately rectified, airhougli Bank JSotes continued at a discount 
of 20 per cent. 

So at the present time, the fact that the Silver Coins are 50 
per eeiit. below their I’ated value has no effect on the Exchanges 

Conclusion 

17. We have now laid before onr readers a succinct, but 
suiliciently full, account of the liistorical facts, and the argu- 
ments of a series of illustrious men for five centuries, upon which 
the modern system of Monometalism is founded, so that Mono- 
metalists may know liow it is to be defended, and Biinetalists 
may know the faids and arguments whicli they have gob to meet 
and confute, before they can hope to overthroAV it 

That there is at the present time a very severe commercial 
depression throughout the world is indisputable. But when we 
think* of the millions of armed men in Europe at the present day 
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withdrawn from productive employment, and eating their heads 
off — ^Avheu we think of the rigorous system of Protection, which 
seems to bo getting more severe every day, by which most nations 
are walling themselves in, impeding the free course of inter- 
national exclianges which conduce to their wealth and pmsperity 
— when we think of the Currency and Tariff vagaries of the 
United States, which have produced in that country a crisis more 
severe and prolonged than any since and of which we are 

far from seeing the end yet, while tlie factions in Congress arc 
fighting each for its own presumed private interests, without a 
tliought for the general good of the conntry, and while these 
conflicts last paralysing all business, and while foreign capitalists 
are withdrawing their funds from a country j-uled on such anarchic 
Economic principles — when we think of th.c sbjimeless tralfic in 
Foreign Insecurities promoted by firms which were once the 
Princes of British commerce, but wliieli arc now I’igliteously 
lying low in the dust — when we think also of the Liberator and 
other similar scandals, whicli have Imnight misery and ruin into 
countless numbers of private families, so that they are obliged to 
limit their expenditure to the barest necessaries of life — wbeii we 
think of the niuhber and the magnitude of the strikes brouglit 
about very much by restless agitators ignorant of the very rudi- 
ments of Economics — and when wc have as a counterstrokc what 
has been aptly termed the Strike of (’apital, namely, Capitalists, 
harassed and terrified by these incessant strikes, witlidrawing 
their capital from the productive employment of labor, and 
investing it only in first-class securities at the lowest rate of 
interest — when we think of the refusal of Capitalists to invest in 
reproductive works in India, while the apathetic^ Government has 
seen the rupee continuously falling before its eyes witliout taking 
the necessary steps to reform the Monetary system of India, which 
can alone bring back confidence to Capitalists — wc should have 
thought that these circumstances were suflicient to account for 
all the present malaise 

But to the Biinetalists all these things arc as nouglit — mere 
trifles^ light as air. They are all due to the want of Bimctalism, 
and if only Bimetalism could be restored it would act like 
Aladditfs lamp, and bring boundless prosperity to the world 
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Nevertheless, just as we were induced to believe that the Sun 
of wealth aud prosperity, bringing healing on its wings, was about 
to rise on a suiferiug world, it suffers, alas ! a disastrous eclipse 

For all these bright visions are based upon the pertinacious 
assertions of the Tliinetalists, — ^Hhatitis possible by International 
AgreeiiKiiit to regulate the Value of Gold and Silver.” But the 
unifoi’in facts of JMonctary history, and the unanimous arguments 
of all (!onipctent authorities for five centuries, give the most 
positive and conclusive dementi to this assertion. It is a pure 
fiction of the brains of the Jhmetalists, who have yet to learn 
the very first principle of Inducti\'e Philosophy, that in order to 
conquer nature, wti must begin by obeying her. The Bimetalists 
have ])lnnged themselves, and all who believe in them, into a 
fathomless quiclssaiid. “ There let them lay,” as i^yron would say. 

The Bimetalists assert that by establishing a Fixed Katio by 
International Agreement between Gold and Silver, botli metals 
may be kept in circulation in unlimib'd quantities, and so may 
increase the Circulating Medium of the AVorld. But all 
experience proves that this is a l)o[)cless delusiou. The uniform 
result of attempting to make Gold and Silver circulate together 
in unlimited quantities at a Fixed Ratio has been that the one 
metal (h'ivcs out the other according as it was ovei*i*atcd or under- 
rated. I'lie Itvo metals simpJtj displaced each other allernalelij: 
and there was no incnaise of the CuiTeiicy 

Now what would be the infallible result if the Bimetalists had 
their way, and Gold and Silver Avere coined in uidimited 
(|uantitics at the ratio of 15^ to 1 ? The first result w’ould be 
Universal Bankr^uptcy ; then Gold Avould entinjly disappear from 
circulation throughout the world, and Silver would be tlie only 
j\TetaUi(; Currency 

The Binu'tallic heresy was, Ave believe, hatched in the brains 
of some French Economists, and if it Avere carried out, Avhat 
Avould be the inevitable consequence to France ? If Ave arc rightly 
informed, there is no Gold in general circulation in France. 
The sole metallic Currency consists, as it used to do, of 4hose 
dreadful fi\x-franc pieces, or cart-Avlieels, as the Americans call 
them.* The Bank of France holds more than 50 millions Avorth 
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of Silver. The general Silver currency of France in five-franc 
pieces cannot be estimated at much less than 200 millions. Now 
suppose that the French mints wer(^ opened to the free coinage of 
silver at 15-^-. All this mass of Silver euiTency would instantly 
fall to its market value, it would lose more than half of its rated 
value. The Bank of France would lose more than 28 millions, 
the public holding the five-franc pieces would lose little less than 
100 millions. If, as we believe, the French Renfo.s are paid in 
silver, the Rantm'^i would lose more than half their income. 
That means* instant Bankruptcy and Ruin to Finnce. She 
would lose more than half the j)enalty she liad to pay for the 
Franco- German war 

It would mean exactly the same to England and (jvc'ry other 
European State, and the United States 

Now as the internal (hirrency of France is entirely silver, it 
follows that opening her mints to the free coinage; of silver at 
any ratio whatever means instant Bankruptcy jiud Ruin. France 
is therefore honnd by the hea,viest hail of solv(*ii(;y to abstain 
from all contact with tlie unclean tiling. And this fact alone 
will scatter all the ]io])(;s of the Ilimeta, lists to tlie wimls 

Ilencc Bimetfilism at the ratio of ir)[> to 1 me'ans instant 
Bankruptcy and Ruin to every great Commen^ial St;ite 

Surely the net is spread in vain in tlie sight of any bird 

But supposing even that tlie; market ratio of Gold to Silver 
of 35 to 1 were adopted. What amount, of Silvea* wemld be 
required to replace tlie Gold Coinage of England ? 1"lie most 
authentic estimate places oiir Gold Coinage at about 00 millions. 
A high authority has stated that a million in gold weighs about 
10 tons. Therefore our present Gold (.Viinage weighs about 1)00 
tons. At the ratio of 35 to 1 it wand d reipiire 31,500 tons of 
silver to replace our Gold Coinage ! Assuming that tlu; Ihmk of 
England keeps a low^ average of 20 millions in gold, (hat weighs 
200 tons. To replace this in silver waiidd recpiire 0,000 tons .’ 
Other Banks would rijqnirc a. propoi'tionate amount. J^lvery 
person who carries a bright little sovereign in his pocket w'ould 
have to carry four huge cartW'hecls. And liow long would it take 
to coin 31,500 tons of silver ? The whole thing is so monslrons. 
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that it only requires to Iw stated to be at once dismissed as a vain 
chimera 

Governinonts have no business to concern themselves with 
keeping up tlie price of silver rather than that of wheat or any 
other commodity, making themselves the tools of private persons. 
Their sole business is to provide tlie best Monetary system possible 
for the general good of the country. And that is by having Gold 
as the standard unit, and issuing silver as a subsidiary currency, 
in sucli limited tpiaiitities as the wants of the people may require, 
on such principles as may maintain its value at par with gold 

The fact is that all attempts by Governments to bolster up 
the price of Silver have proved dismal failures. The United 
States, France, Gei'niany, Italy, all tried to issue trade dollars for 
circulation in Asia and Africa, but they w’ere universally 
rejected, and have ceased to be issued.^ The notorious failure of 
the lhand and Sherman Acts in the United States need not be 
further noticed 


There is no method so sure and pow’erful of augmenting the 
elastic Gurroncy of a country, expanding and contracting exactly 
so as to me(^t the 'wants of the people, and at all times maintaining 
it at par value with the Standard Unit, as the institution of a 
solid systc-m of Uanking, of which we have set forth the complete 
mechanism further on. It ^Yill be seen that the express function 
of a Hank is to create and issue Rights of action. Credits, or 
Debts, whi(di circulate as money, and produce all the ellects of an 
equal quantity of gold. It is these Banking Credits which do 
the real Avork of the country. The Banks have only to maintain 
such reserves of gold as may assure the public of their being able 
to redeem their Credits on demand. What India wants above 
everything is the extension of a solid system of Banking. Of 
course this must only be gradual, and it is most dangerous to 
hurry it on too rapidly. But what is wanted is to diffuse a know- 
ledge of the real luechaiiism of Banking and of its powers, and to 
promote banking habits among the people as far as possible. It 
is the extension of a solid system of Banking that India wants, 
and not the fantastic fooleries of Bimetalism. It may not be 
1 The Monetary Question in 1892. O* Haupt, London, 1892 
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possible to arrive at such a developiiieut of banking in India as 
exists ill Scotland for ages to come ; still, it is the end to be kept 
in view. Two hundred years ago Scotland was tlie poorest of 
poor countries : but she devised the most perfect system of bank- 
ing in the world. She has executed a series of magnihcent public 
W’orks of all kinds, and never had to cross tlie border for a jjeiiny. 
She has done it all by her Banking System. If India had such 
a banking system as Scotland she would never require an ounce of 
foreign capital. If she had such a system she miglit multiply 
her canals ancf railroads, and develo}>e her agricadture, her manu- 
factures, and her other resources of every kind, and multiply her 
wealth many times: and also reduce the exorbitant interest 
charged by the native money lenders to the unfortunate cultivators 
of the soil 

The Bimetalists probably build their hopes of success on the 
precedent of the Auti-Coru-Law League. But the two eases are 
wholly different. After an immense agitation, the Anti-Corn-Law 
League succeeded in crowning the progress of Free Tiade by 
storming the MalnJioH’ of Protection. But for tlie ^0 years pre- 
ceding, all enlightened persons had adopted the doctrines of Free 
Trade, and legislation had constantly proceeded in that direction, 
I'he Anti-Corn-Law iicague excited the iiitenscst popular interest, 
and its doctrines were fully understood. It was merely to repeal 
an obnoxious statute, which all enlightened persons had become 
eonviiiced was inherently unjust, and deejily injurious to the 
national prosperity. With all tliat, there is every probability tliat 
it would not have succeeded in overcoming tiic jiowerful interests 
arrayed against it for several years, if it had n<jt been for the 
fortuitous occurrence of the potato failure in Ireland. But 
the Bimetallic League are advocating a scheme which very 
few” people care about, and still fewer understand, but wdiich the 
more it is examined by the light of historical facts and solid 
leasoning, the more visionary and impracticable it is seen to be. 

‘ It has just received a crowning blow. The German agriculturists, 
deluded^into tlie belief that Bimetalism would raise the price of 
corn, worried the Government into appointing a Commission on 
the subject, and the Commission has agreed tliat it is not possible 
VOL. II., PART 1 N 
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to raise the price of silver by International Agreement. So vanish 
the last flickering hopes of the Bimetalists. The Bimetallic 
League is foredoomed to failure, because it is in rebellion against 
the demonstrated Laws of Nature 

The Anglo-Indian Government, as Governments usually do, 
have committed every species of error. By the process of 
exhaustion there is only one remaining course for them to adopt, 
and that is the right one. The blethering clishmaclavers of 
the Biinctalists have vanished into the absolute Nothing. To 
exclude Gold, which circulated in India by scores and scores of 
millions, altogether from the Monetary System was the most ex- 
traordinary act of barbarism and retrogression ever committed by 
any Government. ^J'hcy followed, it appears, the example of the 
commercial Dutch, but the Dutch repented of their error, and 
retraced their steps. The Indian Government must do the same. 
For 30 years the Indian Government has seen the necessity of 
restoring the Gold Standard, and made some abortive efforts to 
do so. If the right course had been adopted 30 years ago, the 
sovereign might have been made the Standard Unit at the rate of 
10 rupees, as was universally demanded. But the Government 
coquetted with Bimotalism. If they had then closed the mints 
to the free coinage of silver, they might easily have established 
the sovereign at the rate of 10 rupees, and then India \vould have 
had a Currency on the model of that of Great Britain, which has 
since been followed by every European Government. But they* 
sought to fix the sovereign at 10 rupees, ivithoiit closing the 
mints, which their own experience for 100 years might have 
warned them wj^s utterly impracticable. They still have adhered 
to their resolution to restore the Gold Standard : and they took 
the indispensable preliminary step of closing the mints in June, 
1893. But we arc now in June, 1891, and they have not given 
the faintest sign of completing their work. Why is this unac- 
countable delay ? Is the Government asleep ? Nero (the 
Government) is fiddling while Rome (India) is burning. Closing 
the mints would prevent a fall in the internal value of the rupee 
in India, but it could not possibly produce stability in the 
Exchanges, nor ailect the price of the Council Bills, because they 
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must be purchased at the market price of silver. Accordingly, 
they have continued to fall since the closing of the mints. There 
can be no possible stability in the Exchanges, nor in the price of 
the Council Bills, until the Gold Standard is restored 

Having taken the indispensable step of closing the mints, the 
Government may fix the ratio of the sovereign and the rupee at 
whatever figure they please. With the examples of the English 
and French subsidiary Silver Coinages before ns, it would seem 
that they migjlit even fix it at 10 rupees. But it certainly would 
not bo expedient to do so. The ratio between Gold and Silver in 
England and France was fixed as near as i)()ssible at their market 
value at the time, and people got accustomed to it : and this ratio 
has been preserved ])y strictly limiting the issue of silver. But to 
go back to the old ratio for India would be juuch too violent a 
proceeding. The best course would seem to be to follow the 
British precedent as nearly as possible, and to fix the ratio just 
sufficiently above the current market price of silver to induce tlie 
people to bring out their hoards of gold to be coined, and to 
induce merchants to imi^ort Gold rather than Silver. J*erhaps 
Customs duties might be made payable in Gold. At all events^ 
the Government has it in its power to have its Treasuries 
bursting with Gold within a definite time. To j^reparc the 
necessary quantity of -Gold Coin will iicc(‘ssarily be a work of 
some time, and already a whole year has been wasted in whic.h 
so miicli might have been done. A year Avhicli has already 
added so jjiucIi to the calamities of unhappy India. This extra- 
ordinary delay is nothing less than culpable. By tliese means 
only can a stable Monetary System he restored to India, in which 
people will feel confidence, and (kq>ital will once more flow freely 
into the country to dcvelopc its resources 

The unfortunate blunder made by the Anglo-rndiaii Govern- 
ment in their attempt to restore tlie Gold Standard aii<l Currency 
in 18G4, has fixed for ever upon unhappy India a l)urd('n of more 
than £8,000,000 a year, in the extra taxation iiecessaiy to iiieet 
her payments in London, besides the countless losses from the 
rctardatrion of the developiueni/ of her resources, fi’oiii the dis- 
turbance of commerce, and the losses of priv ate persons, Sjich 
liave been the consequences to unhappy India of the ignorance of 
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the Laws of Economics in high places. She will for ever feel 
bitterly the truth of Horace’s line — 

Quicqnid deliraiit Reges, plectiuitur Achivi” 

Tlie x)ast is of course irretrievable : but tlie Government has 
now the opx^orbimity of fixing things in their present jiosition, 
and so preventing matters getting worse, and henceforth letting 
her commence a course of renascent prosperity 

Lot the Riinctalists cease from their vain endeavours to upset 
our xireseut system of Coinage, in which they can no^more succeed 
than the ripx)le of tlie summer sea can wash away Ailsa Craig. 
Let tlicm join heart and soul with those who are now urging the 
Government to restore the Gold Standard and Currency to India, 
modelled on such of the European systems as the wisest and 
most experienced expert may deem most suitable for the circum- 
stances of India. For let them be assured that there is no 
Iiossibility of bringing about a stability of Exchange between 
England and India until the two countries have a common 
standard Unit: and there will never be Monetary Peace for India 
until the Gold Sovereign is made the Standard Unit throughout 
the whole British Empire 
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CHAPTER YIII 
On Commercial Credit 

1. Having investigated the complete Juridical and Mathe- 
matical Theory of Credit : or the Creation : the Transfer or 
Circulation : and the Extinction : of tlic Goods, Clnittels, Com- 
modities or Merchandise, or Economic Quantities, termed Credits 
or Debts, we have now to exhibit its practical application in 
Commerce in Mercantile Credit : in Banking : and in the Foreign 
Exchanges. In this cliapter we sliall explain the mechaiiisni of 
Commercial Credit : where Credit is created to circulate 

existing commodities : or to produce them 


On Credit created to Tranf^fer or Circulate existing 
\ Commodities 

2. Goods or commodities in the ordinary course of business 
pass through the following Jiands — 

1. The grower, or foreign importer 

2. The manufacturer 

3. The wholesale dealer 

4. The retail dealer 

5. The customer or consumer 

To the first four of these persons the gooils are Capital: 
because they grow or import them : manufacture or deal in them 
for the sake of profit. The fifth buys or consumes them for the 
sake of use and enjoyment. The price the consumer or nltim«ate 
purchaser pays for them must evidently be sufficient to reimburse 
the original expenses of production 

Now, leaving out of consideration for the pn'sent how the 
foreign importer of the goods obtained them, wliich concerns the 
foreign trade of the country, which we do not touch upon hej’e — 
if he sells the goods for ready money to the manufacturer or the 
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wholesale dealer, he can, of course, import or produce a further 
supply of goods in the room of those he has disposed of 

In a similar way the wholesale dealer sells to the retail dealer: 
and if the retail dealer pays him ready money, he might imme- 
diately ofTect further purchases from the merchant to supply the 
place of the goods he had sold 

So if the retail dealer were always paid in ready money by the 
consumer, he might replaces the part of his stock that was sold 
And so if everybody liad ready money at command, the stream 
of pi'oduction, or circulation, might go on uninterruptedly as fast 
as Oonsiimption or Demand might allow. Thus the Circulation 
or Production — of wliich we have shown that Circulation is one 
form — would Ixi effected by money which would in this case be 
the Circulating Medium 

But this is very far from being the case. Few or no persons 
have always i*eady money at command for all the purposes they 
require. Very few traders can commence with enough ready 
money to pay for all their purchases : and if the stream of pro- 
duction or Circulation were to stop until the Consumers had paid 
for the goods in money, it would be vastly dimhiished 

Now, if the wholesale deahu’ secs that there is a certain 
demand for goods, if ho has no monejq and the merchant will not 
sell the goods to him except for ready money — there will be no 
Circulation, and no Profits 

Now as ]\Iill says — MT'alth is anyikiiuj which has pnrclias- 
ing power 

Suppose that the merchant lias confidence in the wholesale 
dealei*’s character and integrity, he sells the goods to the whole- 
sale dealer one Credit: that is, he sells him the goods, and, 
instead of the actual money, lie takes his promise to pay three 
montlis after date. That is, he sells the goods for a Credit, or 
Debt, or a Right of action, instead of for Money 

Now this case is a Sale exactly as if the goods were sold for 
Money. The merchant cedes the Property in the goods to the 
dealer exactly the same in one case as in the other 

Hence we see that Credit has caused exactly the same Oircula- 
tioHj or Production, as Money does. Hence Credit is Circulating 
Medium exactly as Money is * 
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This Credit, Debt, or Right of action so created may be 
recorded in two ways — 

1. As a simple Debt in the merchant’s books 

2. As a Bill of Exchange 

But it is quite clear that the Property is exactly the same in 
whichever form it is : it has equally circulated commodities, and 
the claim as a Right of action is equally valid in one form as the 
other ; though one form may have more conveniences than the 
other : and the Book Debt can at any time be transformed into a 
Bill of Exchange at the pleasure of the parties 

In a similar manner the wholesale dealer may sell the goods 
on Credit to the retail dealer, and the Credit, Debt, or Right of 
action may be recorded either as a Book Debt or a Bill of 
Exchange. As in the former case, the same Circulation, or Pro- 
duction, has been cilected by Credit as by Money 

Lastly, the retail dealer may sell the goods on Credit to the 
Consumer or Customer, and this debt may also be recorded as a 
Book Debt or a Bill of Exchange. In this case, however, the 
Debt most usually rests as a simple Book Debt : it is very seldom 
in the form of a. Bill of Exchange 

Thus we see* that Credit has exactly the same effect in 
circulating goods through every stage as Money : hence Ci’edit is 
Circulating Medium exactly as Money is : and that all the Debts 
in the books of traders are part of the Circulating Medium of the 
country just as much as Bills of Exchange : which was the 
* universal doctrine of statesmen until Lord Overstone perverted 
men’s minds on the subject 

Moreover, at each transfer it is necessary to create a new 
Credit, Debt, or Right of action : thereby exemplifying the 
distinction we have already pointed out between Credit and Bills 
of Lading : because if the goods had passed through so many 
transfers the same Bill of Lading would always have accompanied 
them 

Now the Credit, Debt, or Right of action, for which the 
merchant sold the goods to the wholesale dealer is, no doubt, 
valuable Property to him, because he knows that it will be paid in 
due course. Similarly the Debts for which the other parties sold 
their go<5ds are also valuable Property to them. Credit, even so 
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far as this, would ^reatly conduce to Production, or Circulation ; 
and the vast amount of it generated in this way would be valuable 
Property to its owners. But in this state it would be of no 
further use to them. . It might, therefore, be aptly compared to 
so much dead stock : the next step is to convert it into so much 
living stock 


Credits or Debts math Saleable 

3. It appears from Sir Francis Child, ^ that before the 
institution of Banks in this country Commercial Bills were not 
transferable : it was supposed that it was contrary to the Common 
Law 

He says that it was the custom in Holland that every person 
who bought goods on Credit should give his Note for the payment, 
which the seller of the goods might put into circulation like so 
much Money : and make use of in further purchases. He was 
very anxious that tin’s practice should be introduced into 
Fngland : but he says that the Common Law did not allow it : in 
which however he was mistaken both in law and fact : as it was 
perfectly legal ; and transferable bills and notes had been in 
common use centuries before 

The next step therefore was to make this dead stock negotiable, 
or exchangeable : ?.c., to make the Debts themselves Saleable 
Commodities : to sell them in exchange for other goods like 
]\Ioney : or to sell them for ready Money : or for others imme- * 
diately convertible into ready Money on demand ; and therefore 
equivalent to Money 

The history, of Bills of Exchange in this country is very 
obscure, and not easy to be understood. It is not easy to under- 
stand how it came to pass that wiiile bills and notes payable to 
order or to bearer were in common use at the time of Henry VIL, 
and had probably been so for centuries before, it should b(3 
thought by so eminent an authority as Sir Francis Child that 
they were not transferable , at daw. Nevertheless, the ancient 

custom came into use again, and in process of time traders ‘fouml 
that diey could use the Bills they had taken in exchange for their 
1 .1 Discourse on T rade 
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goods to purchase other goods witli : and those persons wlio sold 
their goods for tlie Bills used them to purchase other goods with. 
Thus it was found that Bills of Exchange could circulate) in com- 
merce, and elfect exchanges in exactly the same way as Money, 
until they were paid off and extinguished: being indorsed at 
every transfer for the sake of securing their payment, '^rhus Bills 
of Exchange became a great Circulating Power, or Medium. At 
one time the Circulating Medium of Lancashire consisted almost 
entirely of Bank of England Notes, and Bills of Exchange which 
had sometimes 150 indorsements on them before they became due. 

But there are two classes of traders whose especial business it 
is to buy these Commercial Debts, either for Money or for Credit 
immediately convertible into Money : and therefore ecjui valent to 
Money 

The first class of these traders are called Bill DiscoiinLcrs, f.c., 
buyers of Debts : tliey buy these Debts with actual mon(*y 

The second class are called Bankers : they buy Commercial 
Debts by creating other Debts payable on demand 

The buying o.^ Commercial Debts seems to have begun when 
the Goldsmiths bebame bankers, as will be described hereafter. 
Having large sums placed with . them for which they agreed to 
pay heavy interest, and which were repayable on demand, they 
perceived that the most profitable way of trading was to discount 
Bills with their own Credit ; they <lid not buy tlic Bills with 
'actual Money as Money lenders and Bill discounters do : when 
they bought a Bill they siinpdy gave their customers a Credit for 
it in their books less the discount: and the Bills maturing at 
short intervals quickly brought money back to JLhem to enable 
them to meet claims upon them 

Thus all traders who received Bills in cxcliangc for goods 
found a market where they could immediately convert I heir Bills 
payable at a future time into ready Money 

The mechanism of Banking will be exhibited iiT the next 
chapter 

Upon Accommodation Bills 

4 . The Bills we have been considering arise out <^f ’past 
transactions. The merchant having sold his goods to the trader 
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for a Riglifc of action, he may sell this Debt to his banker. If 
the banker discounts the bill he has two names as securities : first 
the acceptor of the bill, or the buyer of the goods, who is the 
Debtor primarily responsible : or the principal debtor as he is 
called ; and secondly his own customer, who indorses the bill to 
him, and so becomes security that if the principal debtor does not 
pay the bill, he will 

But banking Credits may be created to effect future trans- 
actions, as well as to buy debts created by past transactions 

Suppose that a merchant wishes to effect a purchase, he may 
request liis banker to discount liis Promissory Note sons to obtain 
a Credit to effect his purchase. But the banker may say to him 
that it is against his rules to discount any instrument containing 
only OTKJ name : but that if he can get any responsible friend to 
stand security for him by indorsing his Note, that he will discount 
it for him. 8up})ose then his friend joins with him, without 
having received any consideration, in making tlic Note : such an 
instrument would be an Accommodation Note 

And when any person puts his name on a bill to stand 
security for its payment, without having received any considera- 
tion for so doing : it is termed an Accommodation Bill 

The banker, now liaving two names on the instrument, 
discounts it ; and the merchant, having now a Credit on his 
account, pnrcliases goods, the proceeds from the sale of which are 
intended to nuict the bill when it becomes due 

Now it is evident that the security of this bill, which is an* 
Accommodation Bill, is exactly the same as if it had been a 
real hill 

What diffeiyicc can it make whether a bill which arose out of 
a past transaction is sold for a banking credit, and the goods are 
sold to meet the bill : or a bill is sold for a banking credit, and 
goods are purchased with it to meet the bill ? The practical 
effect is that B stands security to the bank for the advance made 
to A ; and what is there in the nature of such a transaction , 
anything worse than for one man to stand security for another in 
any commercial transaction ? 

A great deal has been said and written about the difference 
between Real and Accommodation Bills ; and while no 'Terms of 
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admiration are too strong for the first : no terms of vituperation 
are too strong for the latter. Thus Mr. Bell says — “ The differ- 
ence between a genuine commercial bill and an accommodation 
bill is something similar to the difference between a genuine coin 
and a counterfeit one as if the fact of negotiating an Accom- 
modation Bill were in itself one of moral turpitude 

It is generally assumed that real bills possess some sort of 
security because it is supposed that there is Ih’operty to I’eprcsciit 
them. We have already pointed out the error of this idea. Real 
and Accommodation Bills have exactly the same security — they 
are simi3]y claims against the j^ersons of the obligants, which they 
are liable to make good out of their Avhole estates. The objection, 
therefore, to Accommodation Bills on that ground is futik‘. 

The essential distinction between Real and Accommodation 
Bills is that one represents pad transactions and the K)^\\^iV future 
transactions. In a Real Bill goods have been purcliased to meet 
the Bill : in an Accommodation Bill the goods are to be purchased 
to meet the Bill. But this is no ground of prefei ence of one over 
the other. A transaction which lias been done may be just as 
wild, foolish, and absurd as one which is to be done. The 
intention of engaging in any mercantile transaction is that the 
result should repay the outlay with a profit. There is no other 
test but this of its propriety in a mercantile sense 

Tlie common objections against Accommodation Paper are, 
therefore, futile and quite wide of the mark. And the proof ol’ 
*it is that the largest, safest, and most profitable part of Scotch 
banking is entirely of the nature of Accommodation Paper 

The system of Accommodation Paper is one of immense im- 
portance to modern commerce: and the abuses of one kind of it 
have contributed to produce the greatest calamities : but as in 
this part of the work we confine ourselves toexliibit the advantages 
and effects of solid credit, we shall reserve wdiat wo ha\ c to say 
about the abuses of Accommodation Paper till we treat of the 
abuses of Credit 

Exaggerated Ideas of the Security of Real Bills 

6 . The above are the fewest number of hands that goods 
pass through in the ordinary course of business : and it is clear 
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that in their passage from the importer or grower to the consumer 
they will give rise to three bills. These are all regular business 
bills : tliey originate from real transactions : and for that reason 
they arc what are called Real or Value Bills. They arise out of 
the regular and ordinary course of business, and they are the 
great staple of what bankers purchase. It is a very prevalent 
opinion, even among men of business, that Real Bills are 
essentially safe, because they arise out of real transactions, and 
represent property. But the foregoing considerations will dispel 
much of the security supposed to reside in Real Bills on that 
account : because we have seen that in the most legitimate course 
of business there will generally be two or three Bills afloat arising 
out of the transfers of any given goods : so that in the ordinary 
course of business there will be twice or thrice as many Bills 
afloat as there is Property to which they refer. Moreover such 
ideas arise from the inveterate errors of lay writers, literary and 
mathematical, who treat of the subject, because they almost 
invariably sui)poso that the Bills are a title to the goods for 
which they are given : whereas, as we have explaii\ed, Bills are 
not a title to any money or goods whatsoever ; "they are nothing 
but an abstract right against the persons of the obligants 

The above operations are only what arise in the ordinary 
course of business ; sometimes, however, goods may change hands , 
much more frequently, and at every transfer a new Bill will be 
created. In times of speculation transfers are often much more 
numerous : and all the Bills created on these transfers are tech- 
nically Real Bills ; but it is evidently a delusion to suppose that 
there is any security in them on that account. The whole error 
arises from misqoncciving the meaning of the word “ represeyit^ 

A Bill of Lading does represent goods ; because whoever holds 
the bill has the property in those specific goods 

But a Bill of Exchange does not “represent” any goods at 
all. It represents nothing but a Debt: it does not even “repre- 
sent ” Money : it is nothing but a Right of action against a 
person to pay money. It is created as a substitute for Money to 
transfer goods : but it docs not “represent” goods any more than 
Money “ represents ” goods. Xor does it represent Money any 
more than Money represents goods : it is merely exchangeable for 
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Money. “Credit is to Money” says Daniel Webster “what 
Money is to goods ” 

This was long ago pointed out by Tliornton^ — “ In order to 
justify the supposition that a Ileal Bill, as it is called, represents 
actual property, there ought to be some })o\ver in the bill holder 
to prevent the property which the bill represents from being 
turned to other purposes than tliat of pmying the bill in question. 
No such power exists : neither the man who holds the bill, nor 
the man who discounts it, has any property in the specific goods 
for which it is given ” 

This is perfectly manifest : the goods wliich the hill was 
created to transfer Avill pi’obably be scattered in fifty different 
directions before the bill becomes due : and passed through the 
hands of fifty different proprietors: and of the several hills which 
were created on the repeated transfers of the goods, which 
“represents” the goods ? The real security of every bill simply 
consists in the general ability of the parties to it to meet their 
engagements ; and not in any specific goods or money it is 
supposed to re[)resent 

On the Distinction heUveen Bills of Exchange and Bills 
of Lading 

6 , The distinction between Bills of Exchange which are 
Credits or Debts, or mere abstract Rights of action, and are Valuable 
‘Securities, and Bills of Lading, which are Documents of Title, is 
of so subtle a nature, but of such momentous consequence, that 
it may be as well to illustrate it further 

It has been sliow’n that any amount of goods niay, by repeated 
transfers, give rise to any number of Bills of hlxchauge ; because 
a new Bill is created on each transfer, which are all bo)id fide: 
just for tlie same reason that every transfer of goods requires an 
amount of Money equal to itself to transfer it 

Even supposing that the price remained the same, it would 
require tw’enty times £20 to circulate goods to the value of £20 
twenty times. So Bills of Exchange may represent the transfers 
of many times the value expressed on their face. This is the 

1 Essay on the Paper Credit of Oreat Britain 
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case when the Bill is indorsed away for value : and the Bill 
represents as many additional values expressed on the face of it 
as there are indorsements. Thus wlien the Lancashire Bills had 
150 indorsements on them, it showed that they had circulated 
150 times tlmir face value of goods 

Thus, suppose a real transaction between A and B : A draws 
upon B ; that represents one transaction, or transfer of goods 
A then buys from 0: C might draw upon A, in a similar 
manner as A drew upon B. But instead of this A may pay for 
the goods lie bought from C, by giving in payment for them the 
Bill lie drew upon B. The VAW has now effected two transfers ; 
and the indorsement is equivalent to a new drawing 

In a similar way C may buy goods from 1) : and pay for 
tliem by indorsing over the Bill he has received from A. The 
Bill then has iico indorsements and represents three transfers of 
goods : the now indorsement being equivalent to a new drawing 
In a similar way the Bill may pass through any number of 
hands, and ellect any number of exchanges. When C indorsed 
the Bill over to 1), he merely sold to him the Debt which A had 
previously sold to him. Now that may be done either by draw- 
ing a fresh Bill on B, cancelling the first : or by simply indorsing 
over the Bill he rcKicived from A. Hence, every indorsement is 
always equivalent to a new drawing. But if he draws a fresh 
Bill on B, it will represent nothing but B’s Debt to him : 
whereas, if he indorses over the Bill he received from A, it will 
represent ITs Debt to A : A's Debt to C : and C s Debt to D :* 
and conse([uently it will be much more desirable for D to receive 
a Bill which represents the sum of so many previous transactions, 
and for the jiaypicnt of which so many parties are bound to the 
whole extent of their estates 

This also shows that no true estimate of the effect of Bills in 
circnlatioii can be formed from the returns to the Stamp Olfice, 
as has sometimes been attempted to be done : as every indorse- 
ment is in effect a new Bill. So that the useful effect of a Bill is 
indicated by the number of indorsements upon it. Just in the 
same way no conclusions as to the useful effects of Money can be 
drawn from the actual amount of it in a country : the useful 
effect of Money consists in its actual amount multiplied *into the 
velocity of its circulatiou 
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But indorsements on a Bill of Lading have a totally different 
meaning. A Bill of Lading is bound down to the goods it repre- 
sents, and always accompanies them, however many the transfers 
may be 

Hence ten indorsements on a Bill of Exchange denote that 
eleven times the amount of goods have been transferred ofice 

Ten indorsements on a Bill of Lading denote that the same 
goods have been transferred t€7i times 


On Credit Created for the ^mrpose of Forming Neu) Products 

7 . The operations wc Iiave just considered were for the 
purpose of transferring commodities which had already been pur- 
chased : or which were to be purchased : but which in eitlicr case 
were already in existence. And some persons suppose tiuit the 
whole purpose and limit of Credit is to transfer commodities 
which are already in existence. 

But as Credit is an article of cxcliiingeable property, or 
merchandise of exactly the same nature, though of an inferior 
order to Money, it may be applied exactly like money to bring 
new products into existence. The limit of Credit in tliis case 
being exactly the same as in the former case — namely the power 
of the proceeds of the work to redeem the Credit 

As an example of the employment of (h'edit to create new 
]u*oducts we may cite the following instance^ — “ The States of 
'Guernsey having determined to build a meat market, voted 
^4,000 to defray the cost. Instead of borrowing this sum at 5 
13er cent, interest, the governor issued 4,000 cardboard tickets on 
which was inscribed “Guernsey Meat Market Notes”: they 
represented £1 each, and were legal currency by universal 
consent. With these Notes they paid the contractor : and witli 
them he paid his workmen, and all who supplied them with 
materials. They were freely taken by the tradesmen for goods : 
by landlords for rent : by the authorities for taxes. In due 
season the market was completed. The butchers’ stalls, with 
some public rooms over them, w^ere let for an annual rent of 
£400. At the expiration of the first year of this tenancy, the 
1 Mintons Caintal and Wages, p. 235 
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States called in tlie first batch of Notes, numbered 1 to 400 : and 
with the £400 of real money received for rent, redeemed the 
£400 of representative money expressed by tlie ‘ Meat Market 
Notes.’ At the end of ten years all the Notes were redeemed 
through the ap])lication of the ten years’ rental. In this way 
they built a very good market house, without paying any interest 
on borrowed money, and without injuring anybody 

“ I am informed that one of the first docks constructed on the 
banks of the Mersey in Liverpool was made in the same manner. 
Labor Notes were issued which circulated all through the town, 
as mau(;y does, and they were redeemed out of the dock dues of 
the first few years ” 

Mr. Frederic Hill testifie.s that this Avas no isolated instance, 
but that it was the usual method adopted in eirectiug public 
works^ — 

1 may mention the abundance of Paper Money in Guernsey 
as a gn'at cause of prosperity. The Paper Money is issued by 
the Government of the iland, and in the folloAving Avay. When 
any great undertaking has been determined on by the States (as 
the re[)resentatives of the people are called), such for instance as 
the opeiiiiig of iioav roads, there is immediately an issue of £l 
Notes. These Notes are sent out as the work jn’oceecis, and as 
money is wanted. When the undertaking is completed, and 
begins to yield an income, the Notes are brought iu again and 
new uiidcM’ta kings are eominenced. The Notes are not payable on 
demand : indeed the GoATrumeiit has not even an oliice at Avhich* 
they cun be presented. Nevertheless tlie Notes are never refused. 
The people find by experience tliul their representatives do not 
issue the Notes in greater abundance thau the demand for them 
justifies, and coSseqiicntly, no depreciation in their value is to be 
feared. Moreover, the purposes for Avhich the notes are issued 
are of advantage to every man in the iland, so that every one 
looks ii})on them as coming from a bank in Avhich he is a partner. 
Here, then, in the little iland of Guernsey, Ave have, perhaps, the 
only instance in the Avorltl of a really national bank : a bank in 
which the whole property of the state is the security, and the 
profit of Avhicli is shared by the people at large. By means of 
1 Autobiography j p. 65 



§ 7 ] 


FORMING NEW PRODUCTS 


571 


this healthy Currency, undertakings of great magnitude (con- 
sidering the size of the iland), have been executed during the last 
few years ” 

Credit, being Purchasing Power, may be used to purchase 
Labor as well as Commodities : and that Labor may be employed 
in forming or creating new products as well as in circulating 
commodities already in existence. Thus already we see the 
absurdity of Mill’s dictum that Credit is purchasing but not 
'productive power 

In the next chapter we shall show that Companies have been 
formed on the Continent for the express purj^ose of promoting 
improvements in agriculture on this princi])le, and Iiave been 
the main causes of the prosperity of these countries 

But where institutions are very solid and enjoy high credit, 
they may also issue Notes payable on demand, for the express 
purpose of promoting such operations. The immense improve- 
ments in agriculture and public works in Scotland have been 
effected by the Banks issuing £i Notes : and their Notes 
payable in gold on demand arc as rea<lily received in Scotland as 
Money itself : aiidHproduce exactly the same ell’ect as Money itself. 
They have done on a gigantic and permanent scale exactly what 
was done by the Guernsey Meat Market and other Notes 

Credit is in all cases whatever the Present Value of the 
Future Profit ; and if it is profitable to advance jMoney to effect 
any operation, to be replaced with a profit by the result, it is of 
course equally profitable to create an equal amount of credit, 
which will , be redeemed with a profit by the result of the 
operation 
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CHAPTER IX 

THE THEORY OF BANKINO 


Or i (jin of Banking in Europe 

1. The Romans invented the business which in modern 
language is termed Banking 

At an early period Rome began to gain an ascendancy over 
the neighboring towns. Numerous strangers flocked to her, 
bringing tlic coins of their native towns with them. For their 
convenience tl 1 C Government built shops round the Forum, and 
let them out to private persons for the purpose of exchanging the 
money of strangers for Roman money. These persons were 
called ArijentarU: and their shops were Tahernmy Mensmt 

or Argentarm, The commission they charged was called Colhjhus, 
from KoWvjio% the rate of exchange for changing the money of 
one country for that of another ; changing money was also called 
Permutafio 

The business of these persons was, at first, pure money 
changing, but upon that they subsequently engrafted others * 

It became the custom of private persons to deposit their 
money with them for the mere purpose of security. In this case 
the Argentffrins acquired no property in the money : but he held 
it subject to the directions of the depositors. Such a sum of 
money deposited Avith the Argenfnrms for tlie mere purpose of 
custody and safe keeping, and without any property in it being 
acquired by him, was in Roman Law termed a Depositum. The 
Argenlarius was the more Bailee or Trustee of the money and not^ 
its proprietor. This Depositum was in no sense a Mutuum^ or a 
Loan 

The ArgentarmSy not being allow’cd to trade with the money, 
paid no interest for it : it was vacua pecunia 
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But in process of time the Argentaril not only received 
money as Bailees or Trustees to be kept in sjiecle as a Depositum^ 
but they received it as a Loan, or Mutuum. It thus became 
their own property, with which they were allowed to trade, and 
for which they paid interest. The money was not returnable to 
their customers in but in genere. Such money was also 

termed a Greditum. The persons wlio placed tlieir money with 
their Argentarius as a Crediiiim lost all property in it : and 
acquired only a Right of action, in modern language a Credit, 
or Debt, in excliange for it. The earliest notice we have of the 
banks or Argentarm is in Livy, ix., 40 (n.c. 308), where they are 
spoken of as being already placed in the Forum where they 
always remained. Ihit he gives no account of the method in 
which the Argentarii transacted their business 

When their custoniors wished to transfer their IMoney or 
their Credit to other persons it may be ttikcn for granted that 
their customers called upon them and gave them oral directions 
This method of doing business, however, was very trouble- 
some : and with the Roman instinct for practical l)usinoss the 
adopted ^ much simpler ])lan. They authorised their 
customers to give a* written order to the persons to whom they 
wished the Money or the (h'edit to be transferred. This wi'itten 
order was termed Attrihutio^ or Persengtio — in modern language 
a Cheque. Scr there was to give Credit in the books : rencr there y 
or perscrihercy was to give a Cheque to transfer a Credit or pay- 
nfent of Money to .anotlier person. The entry of the person's 
name in th^aCodex or Tahuhr.^ either for money paid or received, 
was termed Nomen : hence Nomen became a common word for a 
Debt, or an Obligation : afterwards Creditumy or TUd>iium 

The use of Cheques had become common before the time of 
Plautus (b.c. 224-181), in whose comedies there are ninny allu- 
sions to bankers and their business, lie calls tliem TntpezitiV.y 
Argentariiy and Danht(e 
Thus Leonida says^ — 

“ Abdiicit domurn ultro, et scribit numos” 

“ Of his own accord he brings him home and places the money 
to his Credit " 


1 riant U8i Asinaria II., 4, 34 
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Accpptum ferre was to credit a customer’s account with 
money received : expmsum ferre to debit it with money paid ” 
Thus Plautus says^ — 

“ Ratio acce[)ti et expensi inter nos convenit ” 

“ The accoanta heliceen us balance 
So Terence says^ — 

“ Scd transi, sodes, ad forum atque illud milii argentum 
rursum juhc rescribi, Pliornuo ” 

, “ Phorm : Qiiodiie ego prescripsi porro aliis quibus debui ” 

“ Ihif, Pliormlo, be [food enough to go over to the forum and 
order that moneg to be 'placed to mg CrediP* 

“ Phoi’in. : What ! that for which I have alreadg given Cheques 
to mg creditors i ” 

So C'icero says*'^ — 

‘‘ (Jui de c c c c;, ITis c c prcseiitia solvcrimus, reliqua rescri- 
baiuus” 

“ As for the four hundred sesfertia, I have paid two hundred 
in easily and I shall send a Cheque for the rest ” 


^riic Roman bankers also invented P>ilk of Exchange. As 
tlie Romans extended their conquests over distant countries tliey 
establislied corresj)ondents in them for the purpose of remitting 
for the use of tlie armies 

Rills of Exchange are mentioned in numerous places in 
Cicero’s letters of wliicli we may cite a few instances — • 

Thus he says'* — 

“ 8e ait curasse ut cum qiimstu populi pecuiiia permutaretur ” 
“ He sags that he has taken care that a BUI for the moneg 
should he sent (to Uonie) along with the 'oeopWs share of the 
profit ” 

So when his son is going to Athens he writes'’’^ — 

“ Sed (^umro quod opus illi erit Atheiiis, permutarine possit, 
an ipsi ferenduin sit ” 

• But I U'ish to know ivhether the money he will want aft 
Athens can he sent by a Bill, ortaheiher he must take it ivilh hm' 

Mostelhiria. I., 3, 110 * rhorniio^ V., 7, 29 ® Epist. ad Atticum^ XVI. 

*Ej)ist, ad famil: to Caninins Salnstius 
^ To Atticus^ XI., 21 
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So again^ — 

‘^Qiiare velim cures iit permutaretiir Atheiiis quod sit in 
annuiim sumptuiii ” 

‘‘ Wherefore I wish you would take care to send him a Bill 
at Athens for his yearly expefises ” 

So also^ — 

lit vereor ne illud quod tecum perniutavi, vcrsura inilii 
solvendum est” 

‘‘ So that I fear I must borrow money to pay the Bill you 
cashed for 

But these Cliequcs and Bills were not transferable or payable 
to anyone else than the payee, because at tliat time Roman I^aw 
did not permit of the transfer of Dc^bls without the consent of 
the Debtor : and the Romans had not made tlic great modern 
invention of transfen*ing Obligations by indorsement 

On the meaning of the word Bank 

2 . Before however we proceed tocx]>lain the mechanism and 
effects of Banking* we must first ascertain tlie meaning of the 
word Bank : because great misconception prevails res[>eeting it 

Jf we take up the most common works on Ibiuking,*^ we find 
it stated that — 

1. That tlic word Bank comes from tlie Italian word Banco^ 
which means a Bench : because it is alleged that the Italian 
money deals^i's, or money changers, kept their money on a bench : 
whence they were said to have been called Banchieri 

2* That the business of a Banker consists* in dealing in 
Money : or in acting as an intermediate agent between j)ersons 
who want to lend money and those wdio want to borrow money 

3. That the Profits of a banker consist in the (lifference 
between the interest he pays for the money he borrows and the 

* interest he charges for the money he lends 

All these notions, however, proceeding from apparently high 
authority, are entirely eiToncous , 

15 ^Jthid^ V., 15 Oilhtirt on Banking 
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The Italian money changers, as such, were never called 
Iktnchieri in the middle ages : nor are persons whose sole business 
is money changing ever called Bankers in any language. So 
long as they (jonfined their business to money changing and 
lending money they were called Cnmhiaiores, CamUtores, Gamp- 
soreii, Spec i< nil , ArijentariU jVummuIarn, Trapezitai^ Danistm, 
C()]hjhis1(v, and Mnfmtforei^ : and their places of business were 
called Casane : and not Ikinchi 

At one time there was considerable discussion in Italy as to 
the origin of the word Banco. Many writers said it came from 
abacus^ a cahmlating ma(;hine. But Muratori entirely disap- 
proves of such a derivation* — ‘‘ To me on tlie contrary, the word 
se(mis to have come from the (lerman word Banck, which is a 
very ancient word in that language,” and he says that the word 
was lirst used for a store of goods in the town of Brescia 

Ducange also says- — “ Bank is of Franco-German, or Saxon 
origin ; no other is to be sought for ” 

There is no doubt whatever tliese learned authors are right 

The word Banck in German has two meanings — 

(1) A heap or mound, like a sandbank : hence a store, like 
the goods in a shop 

(2) A bench or seat : because tlic surface of a sandbank was 
usually smooth and level 

Many writers who are not acquainted Avith the technicalitiejj 
of business suppose that the word Bank as a place of business 
comes from the second of these meanings : because £ney suppose 
that the banco Avas the counter upon which the money changers 
kept tlioir mohey 

But the technical meaning of the Avord Banking: and the 
iiiA-ariable use of the term by the Italian Economists : and the 
universal meaning attributed to the Avord when it Avas fii’st 
introduced into English, conclusively proA^e that the preceding 
opinion is erroneous : and that as a technical term in commerce • 
it is derived from th.e first of the meanings given aboA^e, a 
mound or heap 

1 Antiq. Jtal. Med. Vol. II., p. 1,118 
2 Med. ct fnfim. Lat. Lea:., s. v. Bancus 
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The word Batik originated in this way — 

The Roman State made it a cardinal maxim of their policy 
not to carry on more than one war at a time. Tn 1171 the City 
of Venice was at war both with the Empires of the East and the 
West, its finances were in a state of great disorder : and the 
Great Council levied a forced loan of one })er cent, on all the 
property of the citizens, and promised them interest at the rate 
of five per cent. Commissioners were a[)pointcd to manage the 
loan, who were called Camera derjli Tmprestili. Such a loan has 
several names in Italian, such as Compera^ Mutuo^ &c.: but the 
most usual name is Monte, a joint-stock fund. This first loan 
was called the Alojite Veerhio, the old loan : subsequently two 
other similar loans were contracted, and called the ^^ 07 lte Ntiovo 
and the Monte Niiovissimo, In exchange for the Money, which 
became the absolute property of the <iovernm(mt, to he employed 
for public purposes, the citizens received Stock Certificates, or 
Credits, which they might transfer to anyone else : and the 
Commissioners kept an ofiice for the transfer of the stock and 
the payment of the dividends 

At this time. the Germans were masters of a groat part of 
Italy, and the Gei^inan word Banck, meaning a heap, or mound, 
came to be used synonymously with Monte : and was Italianised 
into Banco : and the public loans were called indiirerently Monti 
or Banchi 

It was this office, the Chamber of lioans, wdiich such multi- 
etudes of writers have supposed was the famous Bank of Venice. 
But this iqr a complete mistake. It was in no sense a Bank in 
the modern sense of the word : it was simply the National Debt 
Ofiice : it was similar to the National Debt Office; of the Bank of 
England: it \vas the origin of the Funding System 

Thus in the Volpone of Ben Jonson, the scene of which is 
laid in Venice, Volpone says — 

“ I turn no monies in the public Bank ” — 

Meaning, “ I do not dabble in the Venetian Funds” 

So an English writer, Beiibrigge, in IGIG, speaks of the 
“ three Bankes at Venice : meaning the three public loans, or 

Monti • 
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So in Florian ancl Torriani’s Italian Dictionary, published in 
1G50, it says — “Monte, a standing Bank, or Mount, of money, 
as they have in divers cities in Italy ” 

That tlie word Banco in Italian means a Public Debt might 
be proved by ininiherless quotations 

'J'hus a recent writer, Cibrario, says’ — “ Regardingthe Theory 
of Credit, whicli I Jiave said was invented by the Italian cities, it 
is known that the first Bank, or Public Debt (il primo Banco o 
Debito Pubblico), was erected in Venice in 1171. In the 
thirteenth century payier money is mentioned at Milan : the 
Credit was paid off. A Monte, or Public Debt (un Monte o 
Debito Pubblico), was founded in Florence in 1836 ” 

This passage shows that Banco = Monte = a Public Debt 
At (hmoa, during the wars of the fourteenth century, the 
Bank of St. George Avas formed of the Ci*editors of the State 
Every Economist in the south of Europe knows that the word 
Bank means a Public Debt 

Thus the distinguished Spanish Economist Olozaga, speaking 
of the Venetian liOans, says^ — “ El Monte Vecchio (Banco Viejo) 

. . . el Monte Nuevo (Banco Nuevo) 

So in Baretti’s Italian Dictionary, 1839, it says— “ Monte, a 
Bank where they lend or take money at interest” 

So Evelyn speaks^ of tlie Monte di Bield at Padua, where 
there is a continual Bank of Money to assist the poor 

So Blaekstone says'* — “ At Florence, in 1344 , Government 
owed £60, 000, and being unable to pay it, fonned the principal* 
into an aggregate sum called metaphorically a vor Bank,'' 
Every one acf|nainted with the writings of the Italian 
Economists knows perfectly well that they invariably use the 
w’ords Monti and Banchi as absolutely synonymous : and in the 
reports published by the Statistical Office the words are also 
sometimes used as synonymous*^ 

This was also the meaning of the w’ord Bank when it was first 
introduced into English 

^liconomia Politica del medio evo 
^Tratado de JCconomia Politico^ vol. I., p. 101 
« Diary, vol. I., p. 101 ^Voli I., p. 322, Kerr's edit, 

® I am informed by my friend Professor Loris, of Siena, that the ^ord Monte 
is not used now in Italian for a bank 
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Thus Bacon sajs^ — Let it be no Bank, or eominon stock ” 

So Gerard Malynes says ^ — “ Mons P iota f is, or Bank of 
Charity. In Italy “ there arc Montes Pietafis ; tliat is to say, 
Mounts or Banks of Charity ” 

Bcnbrigge in his Usura Accoininodata, IG UI, says — “ For 
their rescue may be collected Mons Piefaiis sire Charitaiis, or 
Banke of Piety or Charitatis, as they of ''Frcnt fitly call it” 

Again — “ For borrowers in trade for tlicir supply as their 
occasion shall retpiire may be erected Mons X vijofiaiwnis or 
Banke of Trade ” 

Tolet says — “ /tWe/, a Banke of Trust which Clement 

XII. instituted at Eome — he that put liis money into this Banke 
was never to take it out again ” ; for which the lender received 
7 per cent, interest, lik(i the snbscribtu’s to the original P>ank of 
England stock. He also speaks of Mans Ikvcnpcrationis^ or Banke 
of llecovery, in which tlic interest was 1*2 ])er cent. 

The difference between these two, which Mere Public Debts, 
w’as that the first m’us a perpetual annuity, and the second a 
tei'minable annuity, in M’hich the higher i*ate of payment was 
repayment of the .principal 

In the time of Cromwell several proposals w(!re made for 
erecting public Banks. Samuel Lambe, a London merchant in 
1658, recommending them says — A Bank is a (Certain number 
of sufficient men of estates and Credit joint together in Joint 
*Stock : being as it were the general cash kc^epers or trcasiners of 
that place/ M’here they are settled, letting out J maginary iAIoney 
{ue,, Credit) at interest at 2-J or 3 per cent, to tradesmen, or 
others that agree M’ith them for the sanu), and jpaking ])ayment 
thereof by assignation, and passing each man’s account from one 
to another with much facility and ease ” 

So Francis Cradocke, a London merchant. Mho M^as appointed 
a member of the Board of Trade by Charles IL, strongly advo- 
^ cated the introduction of Banks into England, and says — A 
Banke is a certain number of sufficient men of Credit joined 
together in a stock, as it >vere, for keeping several men’s cash in 
one Treasury, and letting out Imaginary Money (/>., Credit) at 

, ^ Essay on Usury ^ Lex A/ercatoriaf Part II., ch. 13 
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interest for tlirc(} or more in the Imndred per annum, to trades- 
men or others tliat agree with them for the same : and making 
payment thereof by assignation, passing each man’s account from 
one to 5inoth<*r, yet paying little money.” And he says that 
“ the afor(‘said hankers may furnish another petty Bank (or 
Mount) of Chariry ” 

Tims thes(' wj iters perfectly well understood the nature and 
constitution of a Hank. They knew well that the function of a 
Hank is to advance Imaginary Ikloney — or Credit — and not 
metallic Money, as is the popular delusion of the present day 

Fn a little tract, entitled ** A mi cmiinff Banks,'' and 

supposed to h(; hy a Director of the Bank of England, it says — 

“ There are thri'e kinds of Hanks : the first for the mere deposit 
of Money [like tlK)se of Venice, Amsterdam, Hamburg, Ac.] : the 
second for ju’ofit.” “The Banks of the second kind, called in 
Italy Monti [/.^., Ihiblic Debts] which are for the benefit of the 
income only, are the Hanks of Home, I^olonia, and Milan. These 
Banks were made up of a number of persons who, in time of war, 
or other exigences of state, advanced sums of money upon funds 

granted in jirrjielinun, but redeemable The third kind of 

Hanks, which are both for the convenience of the public and the 
advantage of tlie undertakers, are the several Jhmks of Naples, 
the Bank of St. (leorge at Genoa, and one of the Banks of 
Boloiiia. These Hanks having advanced sums of money at their 
establishment, did not only agree for a fund of perpetual interest,* 
but were alU)wed tlie privilege of keeping cash” > 

The Hank of England was of this last kind. It was a com- 
pany of persons who advanced a sum of money to the Government, 
and received in excdiange for it a perpetual annuity : or a right 
to receive for ever a sei*ies of annual payments from the State. 
This annuity is in legal phrase termed a Bank Annuity: in 
popular language the Funds 

There has only been one instance in this country of a Bank , 
which did not receive cash from the public. Some time after the 
foundation of tlie Bank of England a .company of persons united 
to advance a million to the Government. They were incorpo- 
rated as the “ Million Bank.” This company existed ttll nearly 
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tlie end of the last century, and thus it resembled the orijyinal 
Bank of Venice 

Thus from these ])as.sages, and many more miicht bo cited if 
necessary, it is perfectly clear that the word Bank, as a term in 
commerce, is the equivalent of Monte: and meant a joint stock 
fund contributed by a number of persons 

8o wlien the word Bank was introduced into our American 
colonies before the Revolutionary AVar, Professor Sumner says' — 
“ Bank as the word was used before the Revolutionary AVar meant 
only a batch of paper money, issued either by the (Jovernmenfc, or 
a Corporation. The impression seems to have remained ])opular 
that the essential idea of a “ Bank” is the issuing of N()t(‘s 

. . The notes issued in “Banks” or masses as loans were 

pure paper money ” 

So ill a valualde history of the Notes issued in the United 
States,^ it says that an issue of Paj)er Money to the amount of 
£50,000, authorised to be issued by the Treasury, was styled a 
Bank 

The essenlial feature of all these “Banks” was this: tlio 
subscribers advanced the money as a Tjoaii or Muiuum : it thus 
becomes tlie acjtual property of the borrowers : and in exchange 
for their Money tlie lenders received a Credit, a certilicate or 
promise to pay interest, which they might transfer to any one else. 

And those persons whose business it was to trade like tliese 
Banks, to Imy money and in excliange for it to issue Credit of 
various sorts, were termed Bankers, and only those 

Thus As a technical term in business, to “ Bank ’’ means to 
issue Credit 


On the mean in f/ of the nwrd Banker 

8 , Equally great misconception jirevails as to the meaning 
of the word Banker : and the nature of the business of Banking. 

Gilbart says^ — “ A banker is a dealer in Ca])ital : or more 
properly, a dealer in Money. He is an intermediate party 

1 History of American Currency^ p. G, n 
^ United States Notes. By John Gay Knox, late Comptroller of the Currency. 
London, 1885 


Prindiiles of Banking^ p, 1 
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between tlie borrower and the lender. He borrows of one party 
and lends to another : and the difference between the terms at 
which he borrows, and tliose at which he lends, forms the source 
of his profit ” 

So a report of the House of Commons says’ — “The use of 
Money, and that only, they regard as the province of a Bank, 
whetlier of a private person or incorporation, or the Banking 
departnujiit of the Bank of England” 

Xotwithstanding the apparently high authority of these 
passages which have misled so many unwary persons : these 
descriptions of the nature of the business of Banking are entirely 
erroneous 

Tn forni(‘r times there were many persons who acted as inter- 
mediaries between persons who wanted to lend and those who 
wanted to borrow. They were called Money Scriveners. The 
father of John ^[ilton was a Money Scrivener. But no one ever 
called a Motuiy Scrivener a Banker 

At tlui i)resent day many firms of Solicitors act as interme- 
diaries between persons nho Avish to lend and others who want 
to borrow. They may have some clients who wish to lend, and 
other clients who want to borrow : and they act as agents between 
them. The first set of clients may entrust their money to the 
firm to lend to the second set : and the solicitors receive a com- 
mission on the sums which pass through their hands 

But no one ever called a firm of solicitors who transact such * 
business “ Bankers ” : which shows that there is an essential 
distinction between the business of Money Scriveners and such a 
firm of Solicitorj?, and tlie business of ‘‘Bankers” 

Solicitors who transact such agency business do not acquire 
any Property in the money Avhich passes through their hands. 
They receive it merely as a Bailment or a Depositum. They are 
only tlie custodians or the Trustees of the money : and it is only 
entrusted to their custody for the express purpose of being 
applied in a certain Avay. The actual property in the money 
passes directly from the lender to the bori’OAver through the 

1 Heport on Commercial Distress^ 1858 
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medium of the Trustees or Bailees : and if the latter appropriated 
the money in any way to their own purposes it would be a felony, 
and they would be liable to be punished for embezzlement 

But the case of a Banker is wholly different. When his 
customers pay in money to their account they cede the Property 
in the money to the Banker. The money placed with him is not 
a Depositum or a Bailment : it is a Mutuum, or a Credihnn, it 
is a loan ” or sale of the money directly to himself. The 
banker is not* the Trustee or Bailee of the money : but its actual 
Proprietor. He may trade with it, or em[)loy it in any way ho 
pleases for his own profit or advantage. The Baiikei' buys the 
money from his customer : and in exchange for it lie gives his 
customer a Credit in his books: which is simply a Bight of 
action to demand back an equivalent amount of money from his 
banker at any time he pleases : and the customer may transfer 
this Bight of action to any one else he pleases : just like so much 
money 

AVhen the (client of a solicitor entrusts mojiey to liiui to lend 
to some one else,die retains the Property in it until the arrange- 
ment with the borrower is completed : and then the Property in 
the money is transferred directly from the lender to the borrower: 
witliont in any way vesting in the solicitor. Bub wlieu a 
customer pays in money to his banker the Pr(>[)erty in it instantly 
and, ip^o fnciu, vests in tlie banker : and the customei' has nothing 
but a Right of action against the Person of the hankin’ to demand 
back an srpiivalent sum. So long as the money remains the 
possession of the customer it is a Jui^ hi rem : but when he has 
paid it into his account he has nothing but a Ju>i in personmn 

Galiaiii says^ — Banks began when men saw fi'om experience 
that there was not suificient money in specie for great commerce 
and great enterprises 

“ The first Banks were in the hands of private persons with 
whom persons deposited money : and from whom they received 
Bills of Credit (fedi di Crediid) : and who were governed by the 
same rules as the public Banks now are. And thus the Italians 
Della Moncta^ p. 323 
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have been not only the fathers and the masters, and the arbiters 
of commerce : so that in all Europe they have been the deposi- 
tories of money : and are called Bankers 

So Genovesi says^ — “These Monti were first administered 
with scrupulous fidelity, as were all human institutions made in 
the heat of virtue. From which it came to pass that many 
placed tlieir money on deposit : and, as a security, received Paper 
which was called, and is still called. Bills of Credit 

“ Thus private Banks {Banchi) were established among us, 
whose Bills of Credit acquired a great circulation, and increased 
the quantity of signs, and the velocity of commerce ” 

And this was always recognised as the essential feature of 
“ Banking ” 

Thus Marquardus says- — “ And by “ Banking ” is meant a 
certain species of trading in money, under the sanction of public 
authority, in which money is placed with bankers (who are also 
cashiers and depositories of money) for the security of Creditors 
and the convenience of Debtors, in such a way that ihe Property 
in ihe money passes to them : but always with the condition 
understood that any one who places his money» with them may 
have it back whenever he pleases ” 

A “ Banker” is therefore a ]X5rson who trades in the same way 
that the Public Banks did : they ac(|uircd the Property in the 
money paid in : and in exchange for it they gave Bills of Credit : 
which circulated in commerce exactly like money : and produced 
all the effects of Money. And moreover when they bought, or 
discounted, Bills of Exebange, they did it exactly in ^ the same 
way : they bought them by issuing their own Credit : and Not 
with Money. And experience showed that they might multiply 
their Bills of Credit several times exceeding the quantity of money 
they held ; and thus for all practical purposes multiply the 
quantity of Money in circulation 

Thus the essential business of a “ Banker ” is to create and 
issue Credit to circulate as Money 

In the neighborhood of the Royal Exchange many firms 
announce themselves as “ Money Changers and Foreign Bankers.*’ 

1 Detle Lezioni di Economica Civile^ part ii,, ch, 5, § 5 
^ J)e Jure Mercatorurn, Lib. ii., ch, 12, § 13 
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Thus they show that they know that Money 01i}ini>:ing is not 
“ Banking.” By Foreign Bankers they mean that in exchange 
for Money they will give their customers Bills of Credit on their 
foreign correspondents 

The following is the true definition of a ‘‘ Banker” — 

“-4 Banker is a Trader tvlio buys Money and CrediiSy 
DebtSy or Rights of action payable at a future time by creating 
and issuing Credits^ Debts, or Rights of action payable on demand. 
As will be more fully exemplified in subsequent sections 

On the Currency Principle 

4 . We must now explain the meaniug of an expression 
which has acfpiircd niiich importance, and which must Ik; cleaily 
understood before we come to the exposition of tlu; system whicli 
the Bank Charter Act of 1844 was designed to carry out 

The express funcjtion.of a Bank being to create (Jr(;dit, it lias 
sometimes been maintained that a Bank slioiild only be allowed 
to ergate exactly as much Credit as the specit; ])aid in and no more. 
And that its solo, function should be to exchange* Cn.'dit for 
Money, and Money for Credit : and thus the (|uantity of (h*edit 
in circulation would always be exactly equal to the iMoney it 
displaced 

This doctrine is that which is distinctively known by the name 
of the “Currency Principle.” It is the doctrine wliich the 
supporters 'of the Bank Act of 1844 asserted to be tlie only true 
one: and which that Bank Act was sj^ecialiy d(‘sigued to cany 
out 

This doctrine is supposed to be of modei’ii .origin, and the 
latest refinement in the Theory of Banking. But this is far from 
being the case : it was first formulated in China in 

That country had been plagued for fiOO yeans witli the exces- 
sive issues of inconvertible paper by the banks. Tlie author of 
a work named Tsoa-min, exhibiting the evil consequences of 
excessive issues of Paper Money, and speaking of tlie times lx)fore 
such mischief arose, said — “Then it was ordered that at the 
offices of the rich merchants wdio managed the cnt(‘rprise, when 
the Notez^ were paid in the Money came out : when the Bills 
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came out tho ^lonay went in : the Money was the mother, the 
Note was tiie son. The son and the mother wei*o reciprocally 
exchanged for the other” 

Several Hanks have been constructed on this principle : such 
as those of Venice, Amsterdam, Hamburg, Nuremberg, and others. 

These places, small in themselves, were the centres of a great 
foreign commerce : and as a necessary consequence large quanti- 
ties of foreign coin of all sorts, of different countries and denomi- 
nations were brcjiight by the foreigners who resoited to them. 
These coins were, moreover, greatly clipped, worn, and diminished. 
The degraded state of the current coin produced intolerable 
inconvimience, disorder, and confusion among merchants, who, 
when they paid or ro(;eived payment of their bills liad to offer or 
receive a bagful of all sorts of different coins. The settlement 
of these bills, th(!refore, involved perpetual disputes — wliich coins 
were to be received and which were not; and ho\v much each 
was to count for 

In orde]‘ to remedy this intolerable inconvenience, it became 
necessary to institute some fixed and uniform standard of pay- 
ment so as to insure regularity of payments, and a just discharge 
of debt s 

To effect this purpose the magistrates of tliese (uties instituted 
a Bank of De])(»sit, into which every merchant paid his coin of all 
sorts and countries. They were weighed, and the Bank gave 
him credit in its hooks for the exact bullion value of the coins* 
])aid in. The owner of the credit was entitled to hav^q it paid in 
full weighted coin on demand 

These Credits, therefore, insured a uniform standard of 
payment, and were called Bank Money — Moneta di Banco : and it 
was enacted that all bills upon these cities above a certain small 
amount should he paid in Bank Money only 

As this Bank Money was always exchangeable for coin of full 
weight on demand, it was also at a premium, or agio^ as compared 
with the worn, clipped and degraded coin in circulation. The 
difference was usually from 5 to 9 per cent, iu the different cities. 
The term agio is misleading ; because it is evident that it was the 
Moneta di Banco which was the full legal standard :<iaud the 
current coin was at a discount 
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These Ranks professed bo keep all the coin and bullion 
deposited witli them in their vaults. They made no use of it in 
the way of business, as by discounting- bills. Tims the Creilit 
created was exactly e(|ual to tiie specie deposited : and their sole 
function was to exchange Credit for IMoney and IMoney for 
Credit 

These Ranks were examples of the Currency Principle. I'hey 
were of no use to commerce further than to sei’ve as a safe place 
to keep the money of the merchants, and to insure a unifoi-in 
standard for the payment of Debts. 1diey made no proiits by 
their business : and no Jhink constructed on the Curremiy 
Principle can by any possibility make profits. The merchants 
who kept their accounts with the Rank paid cerfain fees to defray 
the expciiscs of the estahlislimeiit 

These Ranks were RankvS of I)e[)osit: because tlui Moin^y and 
'Bullion placed with tlnun were merely placed thcu’e for safe 
custody and keeping. Rut tluiy were not Jkiiiks in the true sense 
of the word, because the money deposited witli tlunn did tiot 
become their uhsolute ])roperty to d(.‘al with as tJiey pleased. 
They were simply ^Trustees of the money. They werii, however, 
Banks in a certain tsense : because the ])j*imary meaning of Hanro 
is a store : and tliey were stores of money. They were nob the 
Bankers, bub the 'rreasurers of the merchants : and they were 
obliged to take a solemn oath that they would kee]) in their vaults 
all the money de[)ositcd with them. X(iverLheIess, both at Venice 
ttnd Ainstel’dam, they violated their solemn oaths, ajid advanced 
large sums to the Covernmeiit, which ultimately led to their ruin. 

77//J Bank of Venice 

6 . One of these Ikinks of Deposit lias acipiired so much 
celebrity that Ave may say a few words about it 

More than tliirty years ago we p(»inted ouD that the jiojiular 
.legend that tlie Rank of Venice, founded in 1171, was a Rank in 
the modern sense of the word was a pure myth, and tliat it was 
in reality nothing but a Public Debt : and that the word Banco 
in Italian is equivalent to Monte^ and means a Public Debt. We 

1 dictionary of Political Pc-onomy, Art. 574, Bankiny at Venice 
VOL. II., PAUT 1 
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also gave such an acconnL of it as was available from information 
whicli was accessi])le at the time 

Some ton years after that Professor Elia Lattes^ and Pro- 
fessor F. Ferrara- threw a hood of light on the (|uestion, and on 
early banking at Venice, by publishing a series of documents 
from the Arcliives of the Venetian Senate, of which Professor 
diaries F. Dun liar, of Harvard University, has given a most 
interesting a(;eonnt in the Qiutrhrh) JouriKtl of Economics for 
April, IX'):^, from wlii(;h we extract the following details — 

Eanking at Venice, like all hanking in Italy, originated with 
the cjtmpi^orvs in tlie 1 Uh or lf?th century. As early as 1270 it 
was deemed lutccssary to rcnpiire them to give security to the 
(loveninieiit. It is not sliowii that up to this time they received 
in Hina from [»ri\'ate piTsons. But soon after that date they 
began to do so : and in an Act of S(‘ptember, 131X, it was pro- 
vided thnt Ban rh evil scn'/iia-.^'* should give security. It was 
therefore recognisi'd that at this period they received rnulua from 
pi’ivate persons, l^lie hanras or hanrhcrln-^ sci'ipfrr meant that 
]>ayments were made by t ransferring Credits from one account to 
aiiotluT as modern bankers do. This transfer of Credits was 
also called f/iro : as we have showm, it was a N’ovation 

Tliese inufua lHH;ame the absolute pro]'ierty of the bankers, 
wdiich is the true essence of hanking : and ])rovided that they 
kept suflieieiit cash In reserve to meet usual demands, they were 
allowed to trade witli the rest for their own ])rofit in anyway 
tlu'y pk'ased. Accordingly they employed their spare cash iif 
mercantile adventures. Tliey Avere in fact mcrcba»t hankers ; 
the most peniieious form of trading : and tliis was no doubt the 
reason why so^ few of them escaped failure. In it was 

attempted to [irohibit it, hut the Acts had little eftect, and were 
modified 

They also iin’csted their spare funds in Oovernment securities. 
But as far as we can ascertain, they did not invent the plan 
of discounting IVIercan tile Bills by creating Credits in their books, ^ 
termed Deposits, l)y which modern bankers are enabled to create 
ail amount of Circulating Credit more than ten times the amount 

LihcrtCl delle Banche a I'eitezia dal secolo xiii, ul .< ini.^ Milano, 1869 
^ Archie io Vencto^ 1871, Knova Antolnrfiay Jiiii. & Feb., 18fl 
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of cash they keep in reserve, thereby in fact aiig’incntini^ the 
Capital of the country. As far as we are at present infornu'd, 
this was invented by the goldsinitli-bankers of London diirinj^^ 
the Civil "War, as we shall show hereafter 

The pci’iiicious habit of bank( 3 rs, Avho are liable to pay la,rL>\‘ 
sums of money on demand, investing* their spare funds in mer- 
chandise, the returns from which are always doubtful and uncer- 
tain, prevailed for centuries at Yen ice, and invoked Ihem in 
constant difliculties. During the 14th, .15111, and Kith centuries 
numerous Acts were juisscd to coniiK‘1 hankers lo ])ay tluur 
creditors e-ash on demand : and they wer(‘ forhidden to trade in 
merchandise : but such were wholly in^dlectual. Tn lo-JC it was 
enacted that a Credit in bank should he aecopkal as payment, 
unless an express (contract was mad(.‘ lo the cf)ntrary. It was also 
ordered that all transfers of Cn'dit slionld he made in ])n'S(‘nce of 
both ])ai’ti(\s : which shows that the Yemol itnis at I hat tinn^ did not 
use Cheques as the Romans did. These (4’i‘dits were payahki in 
good and lu^ivy goUl, under a pmalty ol‘ !25 ducats in (‘ase of 
refusal 

At last, in 1584, tin; failure of the Iiouse of Risani and 
Tiepolo foi* 500,000 ducats convinced the Senate that lh(‘ whole 
system <if private, or mercdiant, hanking must he put a stop to 

Tommaso Contarini made a sjietch in the Senate pf)intingout 
its inseparable evils. lie said tliat out of lo:5 banking linns in 
Yen ice OG^liad failed, and only 7 were solvent. Tn L'iS i tlie 
Senate j^assed an Act to establish a Pnbli(3 Rank and to snp[)i'ess 
private bankers. Rut in the following April 1 his Aet was repealed, 
in consequence of the opposition to it : and the Republic was 
left for three years without any hank, private or»])u]4ie, to tlie 
great injiiry and confusion of its business 

At last in 1587 an Act was passed Lo establish a Pubhk; I>ank : 
it *was called the Banco di Jlialtu, or sometimes tlie Jkineo della 
Piazza 

, This was a pure Rank of Deposit under the management of 
the State. It was a B{(iico di scrilUt. It was ordered to receive 
all deposits in good money, which it was to re]>ay on deinaml : 
Credits could only be transferred from one account to anothev in 
the presence of both parties : or by the written order of the 

p 2 
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Creditor to the Bank. This was a Draft, and not a Cheque, 
becanso the money placed there did not belong to the Bank, but 
was only in its custody for safe keeping 

In a further Act provided that all Bills of Exchange 

should be paid by transfers of Credit only : by Novation 

The Cnvernor of the Bank was forbidden under heavy penalties 
to tniflic in, iis(^, or lend any of the money deposited 

I)y an Act of 1(111), the Senate, for certain reasons detailed, 
found(.‘d a second Bank called the Banco del Giro, on similar 
principles, and it was this Bank which became the famous Bank 
of A^eni('c 

The Banco dl Rin/to continued till l(k>7, wlien it was absorbed 
by the Bftneo del Giro. The Act founding it is given by Professor 
Dunhar 

All the public creditors were inscribed as creditors in tlie 
books of tlie Jhufco del Giro. 'Pliis placied it in difficulties from 
the very beginning. The Coverimient paid into it a certain 
amount of cash to meet its liul)iljties, and promised to make 
further payments from tlu^ revenue. This, however, was not 
found very easy to do : and fresh ]ial)i lilies had to be created 
to meet the demands upon it. ^Moreover, it was shamelessly 
plundered by its officials : and it had to be reorganised 
in lot;:). The (lovenmient also, during the war of Candiu, laid 
their hands upon its funds : and it suspended payments in casli 
from 1717 to 17:)U. Jii 171)7 further tamperings with its funds 
had taken place : so that with liabilities of 1,7)00,000 ducats it 
had only 7)1^2,000 of assets. By the treaty of Campo' Formio, in 
171)7, Venice was lianded over to Austria. The Austrians made 
some feeble attempts to restore the credit of the Bank, but they 
could not resist the temptation of plundering it : so that in 180 1 
the deficit had increased to 1,280,000 ducats. After Austerlitz 
Venice again fell into the power of France, and the Bank, being 
found to be hopelessly insolvent, Nnpoleoii, in July, 1806, issued 
a decree for its liquidation 


On the Mechanism of Banking 
6. Banks of the nature of those of Venice, Alnsterdaim 
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Fl!iinbiu*<»:, and others founded on tlie Currency rrinciplc never 
existed in this country. And we must now explain the ineehanism 
of the great system of Banking* — or the great system of the 
commerce in Credits, Debts, or Bights of action, as it has been 
carried on in this country 

It was during the great civil war, as we have explained els(‘- 
where, that the (loldsmiths of Fiondoii first ])egan to receive the 
cash of the merchants and country geiitlenuai for safe custody, on 
condition of repaying an equal sum on dcnnand : and to discount 
Bills of Exclilingo with their oavii promissory Notiis : that is, 
commenced the business of Banking 

Now this money was not placed in their hands to Ixi locked 
away in their cellars, as plate and jewelry ar(‘, of’tcai given into 
the custody of a banker for mere safe custody as a Dppo^ihun : 
and to be restored in specie. The iNFoncy was sold to the banker 
to become his actual pro})crty, according to the w(‘ll understood 
custom of hankers : that is, it was a Mutuum oi* a, Creditum : 
and to be restored only in (jonere, Tlic goldsmilli-hankers agreed 
not only to repay the money on demand, hut also to [xiy six per 
cent, interest npou it. Consequently, in order to make a profit, 
they were obliged tb trade with it 


We must now explain how a hanker makes a jwolit by tla; 
money his customers sell to him 

• Siipposd that customei’s pay in .£10.000 to their accounts ; 
they cede the absolute j)roj)erty in the juoney to tlu) ]>anker ; it 
is a Mutuum or Creiiitum. The banker buys the lAFoncy from 
his customers : and in exchange for it lie. gives them an I'qiial 
amount of Credit in his books : that is, he ereutes Bights of 
action against himself to an equal amount : giving his customers 
the right to demand hack an equal amount of money at any time 
they please : and also tljo right to transfc]* tli(‘ir Rights of ;u.*tion 
to any one else they please : exactly as if they weni mf)iHiy : and 
*the banker agrees to pay the 'IVausferee the same as his (nvn 
customer 

This Bight of action. (,h*edit, or Debt, entenxl in tlie banker’s 
books, is in banking language, technically termed a Deposit 


I 
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After such an o[)eiatioii his accounts would stand thus — 

LrAuiLiTiEs Assets 

Deposits - - - ,£l0,iH)0 Cash - - - - £10,000 

A'ow tliou^^h l]is customers have Iti^^’hts of action ag’ainst the 
])anker to dcuiaud (exactly an c(iual sum of money to what they 
liavc paid in : ycjt persons would not pay money to their banker 
it they meant to draw it out immediately : just as no one would 
s[)cnd all th(‘ mom.'y lie has at once 

A^ev(atlj(‘l(‘ss, some will want to draw out part of their 
funds : hut if some customers want to draw out money, 
otluM’s will, prol)al)ly, jiay in about an (Mpial sum. Observation 
shows that in ordinary and (jiiiet times a hankin-’s balance will 
seldom dillei’ by more than oikj thirty-sixth jwt from day to day. 
The l)ank(T’s eash is, (h(‘refore, like a columi] of gold with a 
slight rip[)l(^ on t]i(‘ siirfacu* : mid if he I’otains one-tenth in casli 
to meet any demands which may be made upon him, that is 
ampkj and alnindaiit in all ordinary times 

If then, in the above exam].>I(.% the baukcu’., retains £1,000 in 
casli to meet any demands ujion him : htls .£1),()()0 to trade 

witli and make a jiroiit by : and it is just in the method in which 
bankers trade that so mueii mis(*oneeption exists 

It is (jommonly sujiposed tlial wlien a banker has the £9,000 
to ti’ade with, ll(^ employs i(. in pnrcliasing Bills of Exchange to 
that amount : and that lie receives a profit only on the £9,000* 
blit that is a complete misconception of the nature of Bankings 
A “Banker” ??rirr hm/s Jhlls of Exchatuje with Money: 
that is the business of a bill discounter : or a money leinler 

The way in which a “Banker” trades is tliis : he sees that 
£1,000 in cash is siithcieiit to support £10,000 of liabilities in 
Credit : conseipieiitly be argues that £10,000 in eash will bear 
liabilities to several times tliat amount in Credit 

One of the most idigihlc methods of trading for a banker is to^ 
buy, or discount, good commereial bills. And he buys these Bills 
exactly in the same way as he bought the Cash : that is by 
creating Credits in his hooks: or Debts: or Rights of action 
against himself to the amount of the Bills — deducting at the 
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same time the Interest or Profit ai^reed upon : which is culled the 
Discount 

A “ I^anker,” therefore, invariably buys a Hill of Exchaui^e 
with his own Credit: and never with casli — exjicHy in the same 
way that he bought the cash. That is, lie buys a llight of action 
payable at a future time by issuing a llight of action payabls' on 
demand : and this Right of aedion, or Credit, is also in banking 
language termed a Deposit : as the Right of action creatcul and 
issued to buy the cash 

Suppose tllat the banker buys £40,000 of Hills of Exchange 
at three months : and that the agreed njxm ]>rorit is t per (;ent. : 
then the sum to bo retained on th(‘S(^ Hills is £100. Conse- 
quently ill exchange for bills to the arnounl of £ 40,000 lie would 
create Credits, Debts, Rights of action — technically termed 
Deposits — to the amount of .£;]'), Goo 

Hence just after discaiuiitiug thesti Hills, and befon^ his 
(!UStoiners began to operate upon tlann, bis act'ounts would stand 
thus — 


LlAUlLFflKS. 

Deposits - - - - £H),0o0 


AssK/rs. 

(^asli £10,000 

Hills of F^xebange - 10,000 


£49,000 


Halauce of Profit 


£50,000 

400 


The balance of £400 being his own Property or Pi-ofit 

By this process the “Hanker” has added £01^,000 in Credit 
to the previously existing cash : and bis Ib’ofit is clear : he has 
not gained 4 per cent, on the £9,000 in casli : hut 4 per cent, on 
the £40,000 of Bills he has bought 

This is what the busiue-is of Hanking essentially consists in : 
and thus the correctness of the definition of a “ Jhinker” given 
above is manifest 

It is also evident that a Banker’s profits depend ujion the 
quantity of Credit he can maintain in circulation in excess of the 
cash he holds in reserve 
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Thus we see fcliat the very essence and nature of a Bank and a 
Banker is to create and issue Credit payable on demand : and 
this Credit is intended to Circulate and perform all the functions 
of Money 

A Bank is, tlicrefore, not an oflice for “borrowing” and 
“ lendiiijj ” Money : but it is a Manufactory of Credit: as Mr. 
Cazenove widl said, it is the Bankini^ Credits which arc the 
Loanable C^ipital : and as Bishop Berkeley said, “ a Bank is a 
Gold Mine ” 

So we ouj^ht not to speak of the Money ^farkct nut the Credit 
Market 

On fhp Legal Relation he hr pen Banker and Customer 

7. It must be carefully observed tiiat the Legal Relation 
between Banker and (histomer is sim])ly that of Debtor and 
Creditor 

AVhen a ensfomer pays in money to his account with his 
banker, he cedes the absolute propm'ty in the money to the 
bank(T and re(;eives in exchange for it a Right of action, or 
Credit, or Debt, to demand an ecjuivalent sum of money at any 
time lie pleases, but not the identical money 

In speaking of banking it is too often implied that the money 
placed with tlie bankcu- still belongs to the (uistomer. But 
this was decisiv(dy refut.ed by Lord Chancellor Cottenharn^ 

It must, therefore, be carefully observed that a Banker in no 
way resembles the Treasurer of a })ul)lic fund : or a solicitor : or 
a money scrivi'iier : who are only Trustees or Bailees of the money 
placed with th^m by tlieir clients. If a banker were the mere 
Trustee of the money placed with him, he would have no right 
to use it for his own ])rivate profit 

It is often the custom of persons to say that they have so 
much money at their banker’s : but such an expression is wholly 
('rroneous and misleading : they have no “ Money ” at their 
bankers : they have nothing but an abstract Right of faction 
to demand so much money from their banker : which they give 
in ei^ichange to their banker for money 

1 Foleif V. IliU, 2 H, L. cases, 28 
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As a consequence of this relation between Banker and 
Customer, if a customer were to leave a balance at bis })ankers 
for six years without o])eratini^ on it, or receivine: interest for it, 
the banker mi<»’bt, if lie chose to be so dishonest, rt'fiise to })ay it 
under the Statute of Limitations : just like any other ordinary 
debt. But if lie were a, mere Trustee lie could not refus(i to pay 
it : because the Statute of Limitations does not apply to Ti’usts 
Another consequence of this relation is that a (1i(;(|ue is a 
Bill of Exchange, and not a Draft. It is an Order address(‘d by 
a Creditor to Ins Debtor : and not one addressed to his Trustee 
or Bailee. To call a CluMpie a Draft is to mistake the relation 
between Banker and Customer 

Oa the Leg'al Contract hvhrvcn Banker and Customer 

8 . Tt has been shown that the Lrgal Relalion bc^tween 
Banker and Customer is siiiqdy that of D(‘))torand Creditor 

Nevertludess, there is an important distinetion between an 
ordinary Debtor and a Bankin* Debtor 

At Common T*jiw an ordinai’y Debtor is not bound to accept 
a Bill drawn npoidliim by his (Creditor without his own (Muiscmt : 
even though he admits the Debt : nor if tluj (hoilitor assigns the 
Debt is he hound to pay th(‘ Transferee. '^Fhe Debtor has simply 
engaged to pay his Creditor and no oik' els(‘. Nor has the 
Transferee any right of action against In'ni, because there is no 
"j^rivity of contract between the Debtor and tla^ Transferee : and 
the Creditor has no power to stipulate, tliat tin; I)(‘]>tor shall pay 
the Transferee : imU'ss he expressly consents to do so 

The Transferee can only sue the Debtor in^d(;r tb(i name of 
the Transferor: or the Transferor can sue tlu^ Diditor as the 
Trustee of the Transferee 

If, lH)wever, tlie Debtor had entered into an Obligation under 
seal promising to jiay the assignee or hearer : or if ho had 
accepted a Bill payalile to order, or to hearei* : then the Trans- 
feree might sue him in Ids own name : because the; ('onseiit of the 
Debtor had created a privity of contract between himself and the 
Transferee 

But the case of a Banker Debtor has always been different. 


I 
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AVheii persons have money in their own possession they can 
transfer it to any one else at any moment they please. Persons 
therefore would not ]3lace their money with bankers unless they 
luul exactly tlie same facility of transferring their Right of 
action against their Banker as they had of transferring the 
Money itself 

Conseqiienlly, from the very first institution of Banking, it 
was always the ruiidamental contract that the customers might 
m'ther demand payment themselves from their hankers: or that 
iheij mifjlil transfer their Rig fils of art ion made pagaMe to order or 
to bearer or fn ang one else as freely as their money : and the 
hankers agrtuMl to i)ay the transferee as I’oadily as their own 
onstomers 

By the very nature, therefore, of the Consensual Contract 
termed the Custom of Bankers, a l)anker having funds of his 
customer is in tia; ])osition of an ordinary Debtor who has 
accei)ted a hill payable to order or to hearer 

Hence, while the simple admission of funds by an ordinary 
Debtor in no way compels him to accept or to pay a hill drawn 
upon him without his own consent, the simplcradmission of the 
possession of funds by a l)anker op(n‘at(‘s, ipso facto, us a legal 
acceptance of any Bills or Checpies drawn upon him by his 
customer : and gives the hokhu’ of them a .Right of action against 
him 

It was long an opinion of the Bar that the holder of a Chc(pie 
had no action against the banker, even though he possessed funds* 
of his customer, because he had not accepted the Cheque 

But in the work I did for the Law Digest Commission, I 
established that, the true doctrine of the Common Law is that 
when a person either orally or in writing, whether under seal or 
not, issues a Right of action transferable to order or to bearer, he 
is liable to an action by the Transferee. And this doctrine 
received the unanimous assent of the Commissioners: and was 
afterwards unanimously alhrmcd by the Court of Exchequer 
Chamber in the great case of Goodwin v. Roharts 

When, therefore, it was held at the bar and in the text-books 
of Mercantile Law that the holder of a cheque had no action 
against a banker, the radical difference between an ‘ordinary 
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Debtor and a Banker Debtor was overlooked. By the funda- 
inehtal contract between banker and ciistoiner, tlui banker has 
given his consenL that tlie customer may transfer his Bight of 
action to any one lie pleases : and this is further evidenced by 
the very form of tlie (•]ie{]ues delivered to liim, which arc 
expressly made payable to order, or to bt^arer. ( 'onscMpiently, if 
the holder of the Cheque can prove that the bankia* has funds of 
his customer. In* lias an action againsl- liiin 

Martin, B., sahB — ‘‘A banker is in the position of a person 
liaving in liiS hands the money of another (?) which he is at any 
moment liable to pay : and the Courts liave grasj^ed at that to 
make a contract between tlie hanker, his customer and a third 
party, for tlie [layment of the money to the lattm* o])(M*ates as a 
transfer of tla^ money, so that an action fur momw had and 
received can ]>c maintained for it” 

The fact is it is not the Courts which have mad(‘ (he (contract: 
they only enforce tlie fnndamenta] contract which has already 
been made bt^tweeii tin? banker and his customer : whicli the 
decision in Goochrin v. Roharfs has de(*lar(‘d to lie a perfectly 
legal one 

It must ther(‘l\jre he understood that a Banker’s Note and a 
Cheque drawn on him Ijy a customer wlio has funds at his (jntdit, 
are in all respects identical instrumeTits 

This point, however, has less importance now, heeanstj by tin* 
Hupreme Court of Judicature Act, the rules of e(|nity are now 
•established as Tiaw : and the holder of a (Jieque could always sue 
a banker in Equity, if he could prove that the banker lield 
sufficient funds of his customer to meet the (dieque: wliich 
completely settles and determines any doubt tlnit there might 
previously liavt? been on the subject 

072 iho mr<t7ihi(j of Deposit in the TerhnkaJ Jjampuiffe of 
Modern Banking 

9, Tiie word iJeimsiium is one of tliat class of Latin words 
of which we have seen several instances already, wliich in classical 
Latin meant a material tiling, but which in modern times has 
come to mean only an Abstract Right 

‘ . 7. j^ix'ersidfje v. Broadhentj (4 H. tV N. Q. 2) 
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A Depoaitum in Roman Law means anything whicli is placed 
in the gratuitous charge or custody of some person for the sole 
purpose of safe keeping : without the property in it passing to 
him : or his being allowed to use it in any way for his own 
advantage : or even being allowed to retain it as a security for a 
debt due to him 

It is pai’t of the duty of a London banker to take charge of 
his customer’s plate, jewelry, and securities, if required to do so. 
This plate, jewelry, and securities so committed to their charge 
for safe custody is what in Roman Law is called a JJejmitum 
The banker acquires no property in such a Bcpositimi: he can 
make no use of it for his own advantage : he receives no 
remuneration for keeping it : and he has no lien on it if his 
customer becames indebted to him 

8o if a customer tied up a sum of money in a bag and placed 
it in the custody of his banker it would be a Deposlhm ; and the 
banker would lui bound to redeliver the specific bag of money to 
him on demand, untouched. It is said that in the present crisis 
in America, numbers of (uistomcrs withdrew their balances from 
their cuiTeiit accounts, tied them up in bags and redelivered them 
to their bankers to keep for them as Deposita : and then of 
course the bankers could not touch them' 

It is almost universally supposed by lay writers that when a 
customer pays in money to his account with his banker, it is a 
Deposit ; and that the “ Deposits ” of a bank are the cash held in 
reserve. This, however, is a pure delusion ‘ 

When a customer in the ordinary ways pays in money to his 
account with a bank(‘r, he loses all property in it : the banker 
ac(| Hires the absf»lutc property in it to use for his own advantage : 
such money, therefoins is not a IJpposifiim : it is a Muhiim, or a 
Creditum 

If the money so paid in wertj a DepoHitum, it would mean that 
the banker acquired no property in it : that the property in it 
remained with the customer who placed it in his banker s hands 
for pure safekeeping ; and that he could demand back that 
specific sum of money at any time he pleased. But every person 
who thinks knows that such ideas are erroneous 

1 It has been stated that during the crisis of 1893, £80,000,000 in gold were 
withdrawn from the hankers as Credita^ and replaced with them as Deposita 

L 
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In exchange for tlie money tlie banker mak(\s an entry of an 
equal sum in Credit in favour of his customer : that is, he issues 
a Right of action to him. And it is this entry of a Credit or 
Right of action in his customer’s favor which in tlio teclniieal 
language of modern banking is termed a Deposit : that is, he 
buys the money by creating a Deposit 

So wlien a banker discounts a Bill for a customer he buys a 
Right of action from him exactly in tlie same way as he bought 
the money, lie creates a Credit in his hooks in his favour : or 
he issues a Right of action to him. This Credit, or Riglit of 
action, is the Price the banker pays for the Bill. And this ( ’redit 
or Right of action created to purchase the Bill is termed a 
Deposit, equally as the Riglit of action created to punihase the 
money. The Money and the Bills are the banker’s Assets. The 
Deposits are the Rights of action he has created to purchase his 
Assets. Every advance a banker makes is done by creating a 
Deposit. His Depositors are those persons who Jiavo Rights of 
action against him to ])ay money, or his Creditors. A Deposit 
is simply a Banking Credit 

ft 

« 

In Banhing Langtiagc a Deposit ttnd on. Issue ore the xome 

10 . It must therefore he observed that in the teehiiical 
language of modern liankiiig a Deposit and an Issue are the 
same thing. A Deposit is simply a Credit in a banker’s hooks. 
*It is the evidence of the Right of action which a (Uistomer has to 
demand a* sum of money from the hanker. As soon as the 
banker has created a Credit, or Deposit, in his hooks in favoj- of a 
customer he has Issued to him a Right of action,/igainst himself. 

The word Issue comes from Exitus, a going fortii : and in 
Mercantile l^aw to issue an Instrument is to deliver it to any one 
so as to give him a Right of action against tlie deliverer or 
issuer 

It in no way increases the banker’s liability to write down 
this Credit, or Deposit, on paper in the form of a Bank Note or 
Cheque. 8uch documents are only made after the Credit, or 
Deposit, lias been created : and their sole purpose is to faeililatc 
the transfer of the Credit or Deposit to some one else 
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Now as every «advance a banker makes is by issuing a Right 
of action against himself to his customer : and as a banker has 
an unlimitcid Right of buying any amount of Debts or Obliga- 
tions from his customers which he thinks prudent, every banker 
has the Right of Unlimited Issue 

Bank Notes and Cheques, then, do not increase a banker’s 
lialulity. The liability is created as soon as the banker has 
entered the amount to his customer’s Credit in li is books. The 
Note, or Chequ(\ is merely a convenient method of transferring 
from hand to hand the pre-created liability wliich has already 
lieen issued 

Deposits, then, instead of being so much Cash, as is so 
eommonly sn[)posed, arc nothing but [^the Credits, or Rights of 
notion, the banker has created as the Brice to purchase the Cash 
and Bills, which lignre on the other side of the account as his 
Assets. A sudden increase of Dejwsits is, therefore, nothing 
more than an inllatioii of Credit, exactly similar to a sudden 
increase of Bank Notes. Deposits are nothing but Bank Notes 
in disguise 

As this eri’or regarding the meaning of the word Deposit is 
almost universal among writers and speakers on Banking, we 
may cite one conspicuous example of it 

Mr. John Torr, a Liverpool merchant, was questioned by 
!Mr. AYilson before the (k)minittce of the House of (Jonimons on 
tlie Monetary Banie in 1858 

Q. “ I l)eli(ive 1 am correct in the fact that all the 

transactions of t]io Banks in New York are published periodically, 
and at very short intervals, by the banking department ? — I 
believe they are published weekly ” 

Q. 4010. — Tliese accounts as they are published, show the 
circulation of notes, the amount of specie held by the banks, the 
amount of advances made by the banks, and all the items in 
great detail, do they not ? — They do” 

Q. 4041. — “ Are yon aware that, during the last two or three 
years, while the circulation of notes had not increased at all, or 
iiad increased to the very smallest possible amount, the amount 
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of advances, as shown hy these amounts, had, as yon h.avo referrotl 
to, increased to a very enornions amount ? — Yes : I must a])oh>ji:ise 
for the answer I ii^ave : T meant the advances wlieii I said tlu^ 
Notes : I meant the liability of tlie bank jroni its advances 
made on securities” 

Q. 4912. — Chairman {Mr. Cardwell .) — “ 77//^ mere act of 
maMng an advance does not render a pe^'son ladle : of course the 
liability is the other way ? — Yes ” 

Q. 4943. — “Will yon trace tlio ])rocess by which tlie banks 
increased tlie'Tr own linlulities by making* ad van (*(‘S to oikers ?- - 
Looking at the seenriti<‘s which th<*y held from other parties, by 
making advances to a number of merchants to a larger amount 
than usual, they felt that the indebtedness of th(\s(^ ]>artit‘s to 
them was more than ])rudent” 

Q. 1944. — J/r. Wilson. — “Do you think that ilu' banks had 
made undue and imprudent advances in the loan of their Capital 
and Deposits ? — F apprehend that they thought so . . 

Q. 1947. — “ Dut it would be (other from Deposits or (kipital 
that increased advances could be made by the banks ? — (kirtaiidy ” 

Q. 4948. — dduu'cfore, if you are aware that inen^ased ad- 
vances were made t*o a large evtont, it must ha^’(' been cither from 
an increase of subscadbed Capital, or from an imu-easc^ of Deposits ? 
— Yes : I apprehend so ” 

Mr. Cardwcdl jind IMr. Wilson were considered to be among 
the ablest linam^iers of their day, and yet ncitliei' of them had th(^ 
least knowhMge of tln^ true nature and eiri‘cts of banking. 1\I r. Ton* 
had a perception of the real nature of bn* he says that the 
hanks had increased their liabilities by their adv^inecs. l>nt he 
held his knowledge so loosely, that he was (r.isily shaken out of his 
ideas, and gave in to IMr. Cardwell and JMr. Wilson. .Veitluir of 
these gentlemen had the least idea of the true naturt‘ of hanking: 
because banks make all their advances by creating and in(u*easing 
their liabilities. This, however, seemed a i)aradox to Mr, Cardwell, 
who sneeringly asked the witness to explain how hanks inen^ased 
their own liabilities by making advances to others. ^Tr. Wilson 
asked him if the banks made imprudent advances out of tlieir 
Capital and Deposits. Now banks have no Deposits in the 
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juridical nieanin;^ of the term : what tliey have are Miduai but 
they make all advances by creafuhj Deposits, i,e., Credits in their 
books : and thus all banks maKe advances by increasing their 
Liabilities whicli was so sore a puzzle to Mr. Cardwell 

This niiscofiception of the meaning of tlie word Deposit leads 
to a somewhat amusing error wliich is usually seen in the news- 
papers every half-year, after the Joint-Stock Banks publish their 
accounts. ]\Tany pap(n’s give smmnaries of the accounts of the 
Banks, which show that they have about ,£SOb,()00,()00 of 
Deposits: and these innocent writers evidently consider that 
these are Deposits of cash: and hold up their hands in astonish- 
ment at the vast quantity of Cash the Banks hold. Now as no 
one suppostis that there are more than £1)0,000,000 in gold coin 
in the country, it would somewhat puzzle these ingenious gentle- 
men to exj)lain how there can be £800,000,000 of cash in tlie 
Banks. But any one conversant with banking would tell them 
that these £800,000,000 are not Deposits of Cash, but they arc 
merely creations of Credit, and are nothing more than Bank 
Notes in disguise 


On fha Me! hod of Utilising Banking Credits 

11 . The banker, then, having issued these Credits, Deposits, 
or Bights of action against himself, to his customers, tl/ey cannot, 
of course, transfer them by manual delivery in that form to any 
one else. In order to be capable of manual delivery they must 
be recorded on paper or some other material 

And this might be done in t\vo forms — 

1. The banker might give his customer his own Promissory 
Notes, promising to pay a certain sum to his customer, or to his 
order, or to hearer on demand 

2. The customer might write a Note to his banker directing 
him to pay a certain sum to a certain person, or to his order, or 
to bearer on demand. Tliese orders were formerly called Cash 
Notes : but they are now termed Cheques 

These paper documents do not create new liabilities: they 
merely record on paper the Credits, Debts, or Deposits which have 
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already been created in the banker’s books: and their sole use is 
to facilitate the transfer of these Rights of action to other 
persons 

There is one juridical distinction between Bank Notes and 
Cheques. A Bank Note is the absolute obligation of the banker 
Do pay it : a Cheque is only the contingent obligatifui of the 
banker to pay it, provided that the customer has suilicient credit 
Dll his account to pay it. If, however, he has, then the obliga- 
tion of the banker is absolute. The holder of a Cheque with 
funds to ineet''it on the drawer’s account has the same Itighc of 
action against the banker, as upon one of his own Notes. 8o far 
as regards Economics, Bank Notes and Cheques are ahsolutely 
identical. They are both equally Circulating Medium, or 
Currency 

Bankers’ Notes were at first merely written on }ni})er like any 
other promissory notes, and they were for any sums the customer 
might re(|uire. lu 1721) Child and Co. introduced the [)ra(;tice of 
having their Notes partly printed and partly written like a modern 
Cheque. They were nob like modern hankeis’ iiot(!s for lixed 
definite sums : butdike modern cheques for any sum that might 
be required ' 

London bankers appear to have issued their own notes till 
about ITOd : when perhaps the panic of that year may have 
shown them the danger of having large amounts of their notes in 
the hands of the public : which their enemies miglit collect and 
present for*payment. In 171)d they disconliniied issuing notes of 
their own accord : but they were never forbidden to do so until 
the Bank Act of 1814 

Most erroneous conclusions have been drasvti fjom the fact of 
die London bankers having voluntarily discontinued issuing tiieir 
Dwu notes. Lay writers, who know nothing of the mechanism of 
banking, liave asserted that the Loudon banks are like the Banks 
jf Venice, ximsterdam, &c., pure banks of Deposit : that tliey do 
ttot create Credit : and that their whole business is to lend ” 
DUt the money they “borrow” from their customers. All such 
ideas are, however, pure delusions. Bankers now, as ever, make 
ill their advances by creating Credits, or Deposits, in their hooks. 
But instead of giving their customers two methods of circulating 
VOL. II., PART 1 Q 
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these Credits by means of Notes or Cheques, they are now re- 
stricted to one method — Cheques. But whether a Bank Credit is 
circulated by means of a Note or a Cheque makes no possible 
dilTerence in I'lconomics 

Nevertheless, the discouti nuance of issuing^ Notes by the 
London bankers has had one immensely important practical 
consequeuce which nobody ever foresaw. After it was shown by 
an experience of thirty years that banking could be carried on in 
London without issuing notes, same lynx-eyed Economists began 
to scrutinize the privileges of the Bank of Engliind: and they 
maintained that its monopoly was restricted to the power of 
issuing notes : and that Joint Stock Ihuiks might be founded 
which, like the private banks, did not issue notes : which would 
be no violation of the })rivileges of the Bank. This view was 
found to be cori’ect : and the result was the formation of the 
London Joint Stock Banks : as will be more fully described 
hereafter 

The Bank Charter Act of 1814 allowed the Banks which were 
then issuing notes to continue to do so to a certain limited 
amount : but forhadt^ any new bank to commence doing so. A 
considerable number of the banks which issued notes in 1844 have 
disap})Gar(‘d, and tlu' notes of private banks have diminished by 
several millions. Many ill-informed writers have drawn the 
conclusion from this eircumsfance that the currency of the 
countiy has been diminished by so much. This, however, is .a 
pure delusion. The system of banking has enormously increased 
since then, and the amount of Banking Credits has increased by 
scores of millions : and these increased Jhinking Credits being 
circulated by \hieques arc Currency in exactly the same way as 
Notes 


Operatiojis hy means of Notes and Cheques 

When, therelbre, a banker has created a Credit, or Deposit,^ 
in favor of his customer, he can put this Credit into circulation 
either by means of the banker’s own Note, or by means of a 
Chpque : and when he does so, the following different results 
may take place — 
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1. The cn?!tomer liimself, or the liolder of the Note or 
Cheque, may demand payment of it : if tliey do so, the hanktM’s 
liability is extino-uislied. Tt is a resale of money to the liolder of 
the Note or Cheque : and tlie banker buys up the llight of 
action against himself 

2. The Note or Cheque may circulate in commerce, and 
effect any number of transfers of commodities or jiaymonts 
exactly like an equal sum of money : and it imiy ultimately fall 
into the hands’of a customer of the sanu^ bank, who pays it into 
his own account, and the whole serie--; of transactions is finally 
closed by the mere transfer of (bed it from the a,c(a)init of the 
drawer to that of the holder, without the necessity of any coin 

3. The Note or (/heqn(‘ may, afUn* ])errorming a similar 
series of operations, fall into the hands of a custoiiKn* of a,nother 
bank. So the banker beciomes debtor to the eiistomer of another 
bank 

But if the bank A l)(‘conies debtor to the (mstoimn’s of bank 
B, the chances are that about an equal number of the (mstoiners 
of bank A will huve^, about equal claims against hank B. If the 
mutual claims of the customers of eattli hank are exact ly equal, 
the respective documents arc interchanged, and the Credits arc 
re-adjusted among the aecomitsof the dilfta’cnt (mstoiners without 
any payment in money. Idius, if th(i mutual claims among any 
number of liankei's exactly balanced, any aiiioiiiib of Credits, 
hovv(;ver large, might be settle<l without the use of a singk; coin 

Formerly,* if the iiintual claims did nob balamu*, the dilfereiiees 
only used to be paid in Money or Bank Notes. But now, by an 
ingenious arraugeineiit of the Clearing House, wjiieh will lx; 
described shortly, the use <d* (Join and Bank Notes is (mtirely 
dispensed with: and all the banks which join in the clearing are 
really and practically formed into one huge banking institution 
for the purpose of transferring Credits among each other : just as 
(Credits are usually transferred from one account to another in 
the same bank: without a single coin being required 

Error of the Common Description of Banking 

12 . From the preceding account of the actual mechanism of 
Banking, it will be seen what a complete mis(;onception of its 

Q 2 
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nature it is to say that bankers are merely agents or inter- 
mediaries between persons who wisli to lend and those who wish 
to Ijorrow 

This is entirely untrue in the ordinary sense of ‘‘lending’’' 
and “ borrowing : ” because in the ordinary sense of “ lending” 
the “ lender ” deprives himself of the use of the thing “ lent” 

l>nt wh(m a person pays in money to his banker, he has no 
intention of depriving himself of the use of it. On the contrary, 
he iiK'ans to have the same free command of it as, if he had it in 
liis own Imuse. The customer, therefore, ‘Mends” his money 
to his banker, but at the same time has the free use of it. The 
banker employs that money in promoting trade. Upon the 
strength of having ae(piir(;d it he buys l)e))ts with his promises 
to pay several times exceeding the amount of money he possesses : 
and the persons who sell him their Debts have the free use of the 
very same coin which the “ lenders ” have the very same right to 
demand. Thus the ‘Menders” aud the “borrowers” have the 
same rights to demand the same coin at the same time. And all 
banking depends on the eahailation that only a certain portion of 
each set of customers will demand the acjtiial cash : but that the 
majority will be satisfied with the mere promise to pay, or the 
Credit 

The whole of this mystery and confusion is cleared a^Yay by 
simply observing that a Rank is merely a shop fo.r the sale of 
Credit : and the quantity of Credit which a Bank pan create is 
determined by the ratio of the Demand for payment in money 
(compared to the total ([uaiitity of Credit created 

Banking entirely depends on the doctrine of chances : it is a 
species of insurance : it is practically possible that a banker may 
be called upon to pay all Ids liabilities on demand at once : just 
as it is theoretically possible that all the lives insured in an office 
may drop at the same instant : and it is theoretically possible 
that all the bouses insured in an office may be burned down at 
the same instant , 

A large and sudden demand for money on a Bank is termed a 
Run : and a Run upon a Bank is analogous to a pestilence or 
a conflagration to an Insurance Office. But all Insurance and 
Banking is based upon the expectation that these contingencies 
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will nob happen. A banker innltiplies his liabilities to pay on 
demand, and keeps by him a sntlicienb amount of easli to insnni 
the immediate payment of all claims which are likely to be 
demanded at one time. If pressure comes upon him he must sell 
some of the securities he has bon<j;‘ht, or borrow money upon 
them 

Contrast between the Common Notions about Banking and the 
• Reality 

13 . Having now given an expf)sil.ion of the actual facts and 
mechanism of Banking, it will be as well to contrast thc^ roinmon 
Notions respecting it and the Reality 

I. It is commonly supposed that Bankers an*. deal(*rs in 
Money only, that they borrow Money from one set of pers(ms and 
lend it to another set of persons 

The fact is that ikitdvcrs are not dealers in ^loney : they 
never lend Money. The sole function of a Baiikei* is to c.rcat(5 
and issue Credit : and to buy Money and Debts by creating and 
issuing other Debtsdii exchange*, for them 

II. It is commonly supjjosed that Bank(;rs act ordy as agents 
or intermediaries between persons who want to lend and those who 
want to borrow 

Bankers^iicver act as agents between persons wdio want to lend 
and those who w’ant to borrow\ Bankers buy money fi’om some 
persons : and Rights of action from others : exclusively with tln*ir 
own Credit :*or by creating and issuing Rights of action against 
themselves 

III. It is commoidy supposed that a Bankm*’s»])rolit cionsists 
in the difference between the interest he pays for tlu*. .Money lie 
borrows and the Interest he charges fur the Money he Ie.n<is 

The fact is that a Banker’s profit consists exclusively in the 
profit he can make by creating and issuing Credit in excess of tlie 
specie he holds in reserve 

No Bank which issues Credit only in exchange for Momiy ever 
did, or by any possibility could, make j)rofit. It only begins to 
make profit wdien it creates and issues (Jredit in excess of tjie 
Credit it creates in exchange for Money : wdien it begins to buy 
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Debts payable at a future time, for which it charges a Discount : 
whicli, according to I\Iill, as we shall presently see, is robbery ! 

And the whole of a Banker’s profit consists in the quantity of 
Debts he can j)urchase with liis own Credit 


How Credit in Capital lo a Banker 

14. It is now sticn liow Credit is Capital to a Banker 
For wliat is the coniiiiodity which a Banker deals in and 
makes a profit by ? He opens his place of business* and has an 
array of cJerks with their desks, ledgers, &c. lie then gives 
notice that he is ready to buy gold from any one Avho has it to 
sell. And what is the commodity with which he buys the gold, 
what docs he give in exchange for it? His own Credit. The 
commodity he gives in exchange for the gold is a Right of action 
to pay an eapii valent of gold on demand, /.e., his own Credit 

He then gives notice that he is ready to buy good Commercial 
Debts — wliieh are Credits or Rights of action — which any one 
has got to sell. And what do('s he buy these Credits, Debts, or 
Rights of action with ? Again with nothing but liis own Credit 
— with Rights of action against himself. His. own Credit is the 
commodity with which he buys these other Credits 

Th(^ banker charges exactly the same pia’ce for liis Credit as 
if it were Money, ^fhe only Commodity the banker lias to sell 
is bis own Credit — for whicli he charges exactly the same price 
as if it were Money. Hence lie makes exactly the same Profit* 
by selling his Credit as if he were selling Money 

Now, as we liave seen. Anything which gives a Profit is 
Capital. Hence, as a banker’s Credit produces him exactly the 
same Profit as 'l\roney would, it is evident that his Credit is 
Capital to liini just as much as Money is 

Again Credits, Debts, or Rights of action are Goods, Chattels, 
Commodities, M erchandisc 

Now under the term Circulating Capital Smith expressly 
includes the Goods or Commodities in shops. The trader buys 
them at a lower price from one person and sells them at a higher 
price to another person : and so makes a Profit by them : and 
thus'-thc Goods in the shop are Capital to him 
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And Adam Smith expressly includes Bank Notes or Banking 
Credits and Bills of Exchange under the term Circulating 
Capital 

So a banker buys the Goods or Commodities termed Credits, 
Debts, or Rights of action from one person, his own customer, 
and sells them at a higher price to another person, namely the 
Acceptor or Debtor. The Debt the banker buys is increasing 
in value every day from the time he buys it until it is paid off. 
These Goods or Commodities termed Debts in the portfolio of a 
banker produce him a Profit just in the stinui way as the 
goods, commodities or merchandise in the shop produce profits 
to the trader 

Hence the Bills in tlie portfolio of a banker arc Circulating 
Capital exactly in the same way as the goods, commodities or 
merchandise in tlie shop of a trader are Circulating Capital 

Oa the Caution necensanj in (fpphjing Mathematics lo Economics 

16 . We now sec how necessary caution is in apjdyiiig Mathe- 
niatics to Economics ; and how necessary it is to hav(^ a i^reciso 
and accurate statement of facts, so that the ]\rath(‘maii(is may be 
subservient to the facts, and not the mistriiss of tluau 

Some distinguished Algebraists, siicli as IN'acock and Tait, in 
acknowledging that Debts are Negative Quantities, put it in this 
way — “ If Property (?) possessed or due could he denoted by a 
nfimber or symbol with a Positive sign : a Debt would bci denoted 
by a numbel or symbol with a Negati\'c sign : oi* coineisely. 
Such affections of Property (?) are coiTcctly symbolised hy tljc 
signs -H and — : since they possess the iiivers(j rtfh^tioiis to each 
other wliich these signs require: for if to a [>erson A there he 
given a certain property or sum of money, combined with or added 
to a Debt of equal amount, his Wealth or Property remains the 
same as before ” 

We have already several times pointed out that Algebraists are 
in error in applying the signs + and — in lilcononiics to Property : 
they do not affect Property, bub Persons 

The mode of statement adopted by bliese Algebraists has, a 
plausible appearance and a specious air of truth. If a person 
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were goinjz: to retire from business, he would call in and discharge 
his liabilities, and the remainder, if any, would be his fortune 
It may also be conceded that if a person acquires a sum of 
money, and at the same time is charged with an equal amount of 
Debt, he is substantially no richer than before. But such a mode 
of statement is quite iinsnitaldc for Economics, as is shown most 
clearly wlam applied to Banking. Because when a banker buys 
£10,000 in cash from his customers he is exactly in the position 
described by these Algebraists 

lie has boiiglit £10,000 in cash from his customers, wdiich 
becomes liis actual property ( + ): but in exchange for them he has 
created an equal amount in Bights of action wliicli are the Pro- 
perty ( + ) of his customers. But he engages to Imy up these 
Bights of action from his custoiiKU's or their transferees. That is, 
lie has incurred Duties ( — ) to an equal amount, llis Property is 
therefore correctly stated as + £10,000 — £10,OOo : and there- 
fore he is snlistantially in tlic same position as he was before : he 
is neither the richer nor the poorer 

Blit that is an extremely erroneous view to take of the matter 
as regards the science of Economics. Economics has only to do 
witli the number of Economic Quantities in (ixistenco at any 
given instant, and with their exchangeable relations 

Now when a banker acquires £10,000 in cash from his 
customer they become his property, which he may do vyitli as he 
pleases : and liis customers acquire £10,000 in Biglits of action, 
wliich they may put into circulation and which have all the 
effects of IMoncy itself. Tfierc are £20,000 of Economic Quanti- 
ties in existence and circulation. His Duty to pay the £10,000 
in cash lias no ^effect on the amount of Economic Quantities in 
existence. By his action the banker has created New Property 
to the amount of £10,000 ; and when he pays any of the demands 
upon him so inucU of this New Property is cancelled and ex- 
tinguished : and by so much his Property is diminished. But 
liis Liability or Duty to pay these demands in no way diminishes 
his Property until they are actually demanded 

These Rights of action are created by one exchange ; and 
may be extinguished by another ; but so long as they are in 
existence and circulation they are Economic Quantities like any 
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obhei’s. They liave Value just for tlio same reason that any 
other Economic Quantities have : because tln^y can bi^ exchanged 
for money. Tliey may circulate in comiiKirce and elVect exchanges 
or payments exactly like an equal sum of mono}" 


To show the subtle nature of the (juestion, let us again con- 
sider the accounts between a banker ami his customers. From 
the banker’s point of view his assets, whether ( -asli or Hills, an; 
liis absolute Rights or Property, ( + ) : and his Liabilities are his 
Debts, or his«Personal Duty to imy, ( — ) : and his ac(a>mits would 
be stated thus — 


LlAIlILiTIES 

Deposits- - - - 


AsSK'L'S 

4 * 

Pash .£10,000 

Hills of Exchange- 10,000 

,Crd),()0o 


But from the customers’ point of view, the case is reversed. 
Tlie Hank(‘rs’ liabiliti(is are the absolute Kighls or Cropm'ty (-p) 
of his customers : .and the banktu-’s Duty is lo inet^t these claims 
out of his Assets (— ). Hence, from tluj custonu;rs’ jioint of view, 

HamvEu’s Assets 

(^ish £10,000 

Hills 10,000 

.£00,000 

Halance + - - fOO 

The balance of £100 is evidently the banker’s own ])ro])erty 


the accounts would stand tlinS’ 
Riojrrs of Action 

4- 

Deposits- * - - - £10,000 

• • 

£ 40,000 


Hence, generally, the accounts between a hank(‘i* jmd liis 
customers may he stated tbns — 


• Deposits- - - - 

4 

Cash - - - - 

Hills .... 

- £10,000 
40,000 

.£49,000 

i 

• Halance f - - 

CoO^OOO 

400 
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where the upper or lower signs are to be taken according as they 
are regarded fion^ the banker’s or the customers’ point of view 
The fact is that every Obligation bears the double sign'+: 
and tliese o])))osite signs do not cancel each otlier, as many writers 
suppose : but tlie ] light of action is a saleable and exchangeable 
Quantity as long as it exists : and until it is paid off and ex- 
tinguished : tile Positive sign denotes the personal Right of action 
of tlie Creditoi’ : and the Negative sign denotes the personal Duty 
of the Debtor to pay when reipiired to do so: but until lie is 
reipiinid to do so it in no way allects th(i Property he 'possesses so 
as to give his Chvditors any claim or right to it 


On the Scottish System of Banking 

16. Idle Ch'edits, or Rights of action, created by bankets in 
the operations whicli we liave been describing, were employed to 
buy (k)inmer(*ijd Pills, which arose out of the Transfer of com- 
modities ; and it has been shown that they create Credit to several 
times the amount of the Cash in their possession. And some 
writei’s suppose that this is the limit of legitimate Credit. It is 
very commonly imagined that Credit can only be' used to Transfer 
existing commodities 

We havii now to describe a speides of Credit of a totally 
diiTerent nature, invented in Scotland, to which the marvellous 
progress of that country is mainly due ; and which will sorely 
test Mill’s dogma that Credit is Purchasing but not Productive 
power 

It is (h’cdit cr(‘aled, not for the purpose of transferring or 
circulating conn njidi ties already in existence : but for the express 
purpose of calling New Pi’oducts into existence. It is entirely of 
the nature of Accommodation Paper: and it will show that there 
is nothing in the nature of Accommodation Paper more dangerous 
or objectionable than Real Paper, as it is called : but on the con- 
ti’ary that- they stand on exactly the same footing of security : and 
also that Credit is equally applicable to call New products into 
existence, as to transfer those already in existence 

Wlien after a* long period of inactivity tlie energies of a people 
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are suddenly turned into an industrial direction, they find innu- 
merable onterpi’ises which would be profitnblo it only they 
possessed the lueans of settiuj;* them agoinj;*. The (jiuintity of 
money which was sufficient for a nou-industrial people is now 
found to be wholly inadequate for the increased demand for it : 
and the only consequence will be that if there is a greatly imu’eased 
demand for the existing quantity of nu>ney, the Hate of Interest 
will rise enormously : and to such an extent as to i)reclude all 
possibility of prolit from such enterprises even if etfecti'il 

It is, the^’eforc, invariably found, that whenever iJiis takes 
place, multitudes of schemes are set afloat for increasing the 
quantity of money 

For many centuries after the Conquest, England was esseutiallv 
a feudal and military — an agricultural and pastoral peo])lc. Its 
Law was almost entirely feudal, aud related to the tenun? of laml. 
Merchants and commerce were held in very suhordinale esteem, 
aud Commercial Law' had no existence, lii the sixteenth century 
tlio energies of the nation W'ere absorbed in religions c()ntr()V'(n’si(‘s ; 
and in the first half of the next century in constitutional struggles 
and jjolitics. At Imigtli in the reign of ('^harh's II., men, w'(;ary of 
polemics aud politics, began to devote themselves more to industry 
and commerce : and this w'as greatly stimnlated by tlie manifest 
advantages of Hanking, which had just been introduced into 
England 

Among* fields of enterprise at that period, none s(‘enied more 
promisiiiglbhan agriculture. But unfortunately all (la; available 
Specie w'as absorbed in coniineree : none was to 1 k‘ iiad for agri- 
culture : or, at least, oidy at such rates as to he practically 
prohibitive 

In no species of industry are the profits so mod(n*ate as in 
agriculture. ITeuce, if Ca])ital has to be borrowed to (dlecfc 
improvements in agriculture, it is requisite that it should Ikj at a 
very low' rate of interest. The usual rate of interest in the tijue 
of Charles IL w'as JO per cent. : and few' improvements in 
'agriculture could bear that. Hut by the introdiietioii of Hankiug, 
aud the foundation of the Bank of England the rate of interest 
ill commerce was i-cduced to 3 per cent. 

It was this real w'aiit, and the enormous advantage w^iicli 
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Banking had been to commerce, which gave rise to the schemes of 
Asgill, Briscoe, Cliamberlen, Law, and others, for the jjurpose of 
creating Paper Money based upon Land : and to found Land 
Banks to assist agriculture as the Mercantile Banks had assisted 
Commerce, which were so rife at this period 

One of these schemes was attempted to be carried out in 1690. 
The ministry of William TIT. w'as not, as is now the case, formed 
exclusively of one party of the State. William HI. reigned and 
governed : and the ministry was his ministry, and not that of the 
Parliament, as it is now. His ministry was partly Whig and 
pa.rtly Tory. The Whig portion of it, who were in close connection 
with the mercantile (Mimmunity of the city, succeeded in founding 
tJie Bank of England in 1691 : wliich was essentially a Whig 
project, and intended to assist the linance of the Government and 
commerce 

The immense benefit of the Bank of England was so evident 
tliat tlie Tory portion of the ministry endeavored to found a 
Bank which should also assist Government, and besides that, be 
specially for the benefit of agriculture. It was attempted to bo 
founded in 1096 ; and it was called the Land /'Bank. But the 
attempt did not succeed : and its failure was one of the causes 
which produced the stoppage of the Bank of England in 1097. 
There were, no doubt, defects in the scheme Avhich fully accounted 
for its failure : hut the want was veiy real : and the .idea was 
perfectly sound 

Among the projetdors of a scheme for basing Paper Money on 
Land, tlie most celebrated was John Law^ He has given an 
elaborate exposition of his Theory in a work entitled Money and 
Trade Consider ed>^: and he laid a scheme before the Parliament of 
Scotland in 1705, which they fortunately rejected: or there w^ould 
have been a catastrophe in Scotland as great as that of the Darien 
Scheme in 1699. I^aw’ had the opportunity of reducing his theory 
to practice in France, in 1720, under the name of the Mississippi 
Scheme 

This is not the place to give an account of LaAvks scheme 
which we have done tdseAvhcre.^ But ten years after its failure in 
France the Scotch Banks, by the admirable invention of Cash 

1 Dictionary of Political Economy, Art. Banking in France 



§ 16 , 1 -] 


CASH CREDITS 


() 1 5 

Credits, pusliod Credit to the utmost extent of its lejritiinate 
limits, and realised all that was practical )le in the st“henu*s of 
Asgill, Briscoe, Chamberlen, and laiw. And it is to these Cash 
Credits that tlie principal ])rogress of Scotland in agriculture and 
all public works is due, as well as the personal W(‘alth of its 
merchants 

Moreover, after the end of the seven years’ War in 17b:b an 
ingenious niercluuit devised a scheme of Land Banks in (uirniany : 
and it is to these Land Banks that the principal })arb of the pro- 
gress of agriculture in central Europe is due 


0)1 Cash Credits 

17 . The Bank of Scotland was founded in Kibb with 
unlimited powers of issue, both in amount and denomination. 
At first it only issued Notes of ,£100, .Ebo, £10, and £b. 
Though several times urged to do so, tiny did not issue .£l 
Notes at first: but in 1701 they began to do so. Tln^ Bank 
received a mono])uly of banking for 21 years ; but in 1710, when 
the monopoly e\[)ired, it was not renewed 

III the year 1727 the proprietors of the Ivpiivaleiit Lund w(‘ro 
endowed by Royal Charter with ]>owers of Banking : and they 
assumed the name of the Royal Bank 

111 the very contracted spliere of couiineree in Scotland at 
that time, there were not siiflicicnt (’ommercial Bills in cireiilation 
* to exlutust the (.’redit of the Banks. They had, as it were, a 
supierfiiii^py of unexhausted Credit on baud : and the Bank devised 
a new scheme for getting its Credit into eircnlation, which was 
the most marvellous development of Credit ever imagiii(;d 

It agreed, oil receiving sullicicntguarantees,*to ojuni Credits of 
certain limited amounts in favor of trustworthy and respectable 
jiersons 

A Cash Credit is a Drawing Account created in favor of a 
person who pays in no money, which he may operate upon precisely 
in the same manner as on an ordinary account : the only difference 
being that, instead of receiving interest oii the daily balance of 
his account, as used formerly to be the case in Scotland, he is 
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charj^cd interest on tlie daily balance at his Debit. A Cash 
Credit is, therefore, an Inverse drawing account 

Casli Credits are applicable to a totally different class of 
transactions to those which give rise to Bills of Exchange. One 
difference being that Bills of Exchange arise out of the transfers 
of connnoditi<‘s, and are ]>ayable in one sum at a fixed date. 
Whereas (Visli (h'edits are not issued on tlic transfer of com- 
modities ; or on any pnn ious transactions. They are expressly 
intended to pi'oniote tlie formation of future product. They are 
not re])ayal)le at any fixed date: but they are a continuous work- 
ing ac(;oiiiit which (rontiiiues open as long as the operations are 
satisfaeteny 

It is a. condition of all Cash Credits that the persons to whom 
they are gran l ed should ac(;ept all advances in the Bank’s own 
Notes 

In order to iind(Tstnud clearly the principles of the system, it 
is only tiecessary to wrnv to our fimdameiital Deli nibioii or Concept 
of Credil. Bec^ause a true fundamental Definition or Concept is 
the polestar to guide us through all difiicidties /and perplexities. 

“ ff’here is nothing in the world,” said the Duke of A^ellington, 
with his commanding good sense, “ like a good Definition” 

It lias bec'ii shown in the preceding chapters that the true 
definition of Credit is the “Present Right or the Present Value 
of a Future Profit.” And every Future Profit, from whatsoever , 
source arising, or of whatsoever nature, lias a Present Value, 
which may he recorded on ujiy material, such as pajicr : and may 
be brought into conimcrc'c? : and may be bought and sold and 
ti'ansfeiTcd by impiual delivery, exactly like money, or any other 
material cdiattel 

It lias been shown that Land is an Economic Quantity, which 
produces a continuous series of profits: and that a trader 
exercising any ])r()fitable business is an Economic Quantity 
analogous to land, and produces a continuous series of profits 
We liave cx[)laiiied tlie complete system of Mercantile Credit : 
and shown that its true limits arc the future profits of Mercantile 
traders. That all Credit is sound which is redeemed at maturity: 
and that Slercaiitile Banking consists in buying np the Eights to 
be paid out of these future profits of mercantile traders 
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I\ow haviiii^ argued from tlic Lnnd to Conimorci', let ns rcvci’sc 
the case, and argue from Commerce to the. Liind 

Tf every future Commercial Proiit has a Preseid. Value, which 
can be brought into commerce and excliauged, the same is e(|ua]ly 
true of the Land, and of every commercial woi’k, or cnter]>rise. 
The Present Value of every future profit from Land or any com- 
mercial work can he brought into commerce, and bought and 
sold, exactly like the Present Values of tlu‘ Fnlniv Iholits of 
traders. And if the Credit he strictly limiU'd, and r(‘dt‘emed hy 
the future pTolits of the land or commeridid work, Cri^lit may be 
created to purchase the Present Ahdue of these Flltnr(^ Profits 
from Land and commercial puhlh* works, (‘xaetly in (he same 
way as it is created to ])nrcliase the Jhvsent Values of the Future 
Profits from traders 

Cash Credits arc applied to two diiTerent jiurposi's — 

1. To aid private persons in Imsiiu'ss 

2. To promote Agriculture : and tlu.* formal ion of Commercial 
Works of all kinds 

Cash* Credits yntnfed in aid of Persons 

18 . Every man in business, however linmhle or however 
extensive, must lujcessarily k(‘ep a certain ])orti(>ii of ready money 
by him tp answer immediate demands for small daily (rxjjenses, 
wages, ai^d other things, Tliis could, of eonrs(‘, be inncli more 
*proiitably emjiioyed in his business, wliere it might ])rodnc(i a 
proiit of fifteen or twenty jut cent, instead of lying idh?. Ihit 
unless the trader knew tiiat lie could command it at a mouK'nt’s 
notice, he would always be obliged to keep a eeitaiii amount of 
ready money in liis till, unless he were able to eominaiid tiie use 
of some one else’s till 

Xow ouc object of a Cash Credit is to supply this convenience 
to the trader, and to enable him to invest tlie winde of his (capital 
ill his business : and, upon proj)er security being given, to furiiisli 
him with the accommodation of a till at a moment s notice, in 
such small sums as he may require, on his t>aying a moderate 
interest for the accommodation 
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Almost every trader in Scotland has a Cash Credit at a Bank 
by which he can draw out such sums as he may waut for his 
daily business, and replace such as he does not Avant before the 
close of the bank iiuurs 

Almost every younp^ man in Scotland commencing business 
does it by means of a Casli Credit. Thus, for instance, lawyers, 
or writers to the signet, commencing business, have occasion for 
ready money from day to day, before they can get in payments 
from their (ilienls. It is a great bar to any young inau to com- 
mence th(i business of a solicitor Avithout capital,* which must 
either lie furnished to him by his friends, or his own. It is an 
immense advantage to him, and to them, to have it supplied by a 
Hank, by means of a Cash Credit, on a mere guarantee, a mere 
contingtiucy Aviiich they never Avould give if they thought there 
w^as any danger of its being enforced 

So the great employers of labor, manufacturers, builders, ship 
buildcu’s and others, have Cash Credits, by Avhich they can pay 
their laborers 

These Credits are granted to all classes of society : to the poor 
as fre(dy as to the ricdi. hiVerything depend!^ upon Character. 
Young nitm in the humblest Avalks of life may ifis[)ire their friends 
with conlideiice in their steadiness and judgment, and they be- 
come sureties for them on a Cash (h-edit. This is in all respects 
of equal value to them as money: and thus they have the means 
placed Avithin their reach of rising to any extent that their 
abilities and industry permit them. Multitudes of menVho have* 
raised themselves to immense wealth began life with nothing hut 
a Cash Credit. As one example among thousands, ]\lr. !Monteith, 
M.r., told the C\)inmittee of the House of Commons in 182G, 
that he Avas a manufacturer, employing at that time 4,000 hands ; 
and that, except Avith tlie merest trifle of capital lent him, and 
which he soon paid ofl*, he began the Avorld Avith nothing but a 
Cash Credit 

The Banks usually limit their advances to a certain moderate 
amount, varying from £100 to £1,000 in general : and they take 
several sureties in each case. These cautioners, as they are termed 
in Scottish Law, keep a watchful eye on the proceedings of the 
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customer, and of inspecting his account with tlie Bank, and of 
stopping it at any time, if irregular. Tliese Credits are not meant 
to degenerate into dead loans, but they are re(|uired to bo operated 
upon by conshmtly paying in and drawing out 

Tlie enormous amount of transactions carried on by this kind 
of account may be judged of by tlie evidence given before the 
Committee of the Commons in 182(J. It was tlien stated that on 
a Credit of £1,000, operations to tlie (extent of £50,000 took place 
in a single week. Others stated tliat on a Cash Cn^dit of £500, 
operations to* the amount of £70,000 took place in a year. One 
witness stated that in a very moderateiy-sized conn try bank 
operations to the amount of £00,000,000 took place in twenty-one 
years : and that the whole loss to the bank during that period was 
£1,200 

At that time it was conjeetured that tlaa’c were about 12,<)00 
Cash Credits guaranteed by about 10,000 sureties, who were 
interested in the integrity, prudence and success of the customers. 
The witnesses before the Lords declared that tlie ellects of these 
were most remarkable on the morals of the people 

On Cash Credits granted to promote Agriculture and ike 
Formation of Public Works 

19 . We have now to consider the way in which the Scottish 
System of Cash Credits lias been apjilied to jironiote Agriculture 
diid tlie forinution of all manner of rnblic Works 

The two Scottisli Banks which were first founded ap[)lied their 
Cash Credits to assist tiie industry of traders, and t(;nded inucli to 
foster it. Agricultural industry had not then awoke. Th(‘ Scoots 
a fierce, turbulent people, who thought a great deal iiioi’e of 
liarryiiifcT their neighbors than of jieuccful agriculture. ^Fhe land 
was bound uiown under the fetters of the feudal system. Lut after 
the suppression of the rebellion in 174(1, the feiidtd systt;m was to 
‘a great emeut broken up, and a great spirit of enterprise awoke, 
and for the first time, Scotland became an industrial nation. 

At this time there were in many parts of Scotland large tracts 
of reclaimable land and multitudes of people, but tliey remained 
VOL. IX., PAliT 1 R 
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unemployed, because there was no money in the country to set 
their industry in motion 

Now suppose tliat a proprietor of one of these tracts of land 
had had .£10,000 in money: and that he had employed it in 
paying wages to laborers, and in buying seed to sow: then, in 
course of time, tlie value of tlie produce of the land would replace 
the sum expended in bringing the land into cultivation. Then 
the Money so employed would liave been expended as Capital 

But at that time, there was, comparatively speaking, no Money 
in tile country. It was just then emerging from the bonds of 
feudalism. Tiie chiefs had vast tracts of land, and no doubt 
lived in a state of rude abundance from their herds and flocks, 
and the natural produce of the soil. But coiniueree had never 
penetratiMl into these highland strongholds : and consequently 
the greatest chiefs were very seldom blessed with the sight of 
coin. But at this period began the transition from feudalism to 
industrialism, in which money was absolutely indis])erisable. It 
was at this time that the Banks, having habituated the people 
during tO years to receive their £1 Notes in all respects as 
]\l()ney, and having acquired their tliorough conlidence, threw 
out branches in all directions, and sent down boxes of their £1 
Notes 

Farmers at that time had no votes in Scotland: and conse- 
quently the landlords had no motives to kce[) their tenants in 
political thraldom : as was too much the case in England. They 
adopted every means iio-^sible to develope the resourct‘s of the soil* 
And as it was not to he expected that the farmers wduld lay out 
their capital and industry on the soil without security ’of tenure, 
it became the cqstoiu, almost universal in Scotland, for landowners 
to grant Uu‘ir tenants leases of IJ) years : and in many cases, for 
particular reasons, much longer than that 

Upon tlie si'curity of these leases, and also upo’* 
personal friends, the Banks everywhere granted Cash 
the farmers : the advances being made exclusively in 
£l notes. From the strong cons ti but ion of the Banks’ ^ 
universal confidence they had acquired, tliciju Notes wt^:® 
vers^dly received as Cash : and though tliey were demaudable in 
cash at the Head Olfice, no one ever dreamt of demanding paym^t 
for them ^ 
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With those advances in £1 Notes, the fanners employed the 
laborers in reclaiming the huid, bought seed and sowed the cro])S. 
The Notes were employed in exactly the same way as Money 
would have been : and they produced exactly the sanu^ t'lrects as 
money would have done. The land was reclaimed, and sown, and 
stocked : and in a few years bleak and barren mooi*s were (n ery- 
whcrc changed into fields of wa-ving corn : and they [)roduced a 
^fmtinuons series of protits. AVith the value of the })rodiiee, the 
^;uers gradually repaid the loans, and reaped a ])rofit 
Now if it be admitted tliat Money exjxuided in agricultural 
improvements is used as Productive Capital : liow ean it be 
deuied that dredit, employed in exaetly th(5 same way, and which 
produces exacitly the same etlW^ls as iMoncy, and prniliKH'S (exactly 
the same profits, is also e(jnally Productive Capital? 

The £1 Notes weni miivinsally received by thi; p(‘o})io as of 
exactly tlic same valiu; as ^Money: and therefore (liey wei*e in all 
respects Money : they jirodneed exa(;lly the same profits that 
Money did. Now as we have seen that Capital is Anything 
which produces a Profit, it is e\i(lent that the £1 Notes were 
just as much Productive Capital as tin*, ]\rom‘y 

The only difiereiice was that in using Money the (Uiiployer 
made Capital of the Realised Profits of tluj Past ; in using 
Credit ho made Capital of the Expected Profits of the Future. 
But the results are exactly the saim* in either case 

Every pne ac(|iiaint('d witli Sc,oLlan<l kjiows p(!rfectly well that 
tlie jwodigious i)rogress in agricnliiu'e made in ttiat (country 
during the *last 110 yours lias l)e*en almost entirely ellecLed hy 
means of these Cash di’edits 

jNot only has almost the entire progress in agriciiltun? been 
effecte^Nby tiies(3 Cash Credits, but all jmblic works of ev<‘.ry 
description — Roads, danals, Docks, Ilarlmrs, Railways, Public 
Buildings, &c., bave abo been made, by means of Cash Credits 
It was- Stated to the Coiiiniiltee of the House of Commons in 
1826, th?4t the Forth and Clyde Canal was executed by means o i‘ 
a Cash Credit of £10,000 granted hy tlie Royal Hank. So when 
ni'^oad has to be made, the Trustees obtain a (.^ish Credit, ;wid 
pay it off out of the rates, when a Railway, a D(jck, a 
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Harbor, a Public r>uilding, a Canal, is to be made, the Directors 
obtain a Cash Credit, and so pay the wages of the men. We 
have already in the preceding chapter, given the instance of the 
Market at Cnernscy being built by Notes issued by the States, 
secured on tlie future profits of the Market. Many other Markets 
have been Imilt by the same means. The great Cash Credit 
system of the J^cottish Banks is absolutely the same thing, only 
on a prodigiously enlarged scale, and a more organised system 

It is thus seen how Credit is applied to the Formation of 
New Products equally well as to the Transfer of existing ones. 
Credit is Purchasing Power equally as Money : and it may be 
applied to pure*, base Labor to form New products, equally well us 
to Transfer existing ones. The principle of the Limit, however, 
being exactly the same in both cases ; namely, that it is the 
Present Value of the Future Profit 

When Money is used to produce a Profit, it is expected that 
the Profit will replace the Money advanced: when Credit is used 
to produce a Profit, it is expected that the Profit will redeem the 
Debt incurred 

Hence Credit can do whatever ]\[oiiey can do : hut we have 
show’ll that Credit is the inverse of Money, Hence, iu 
Mathematical language, all the propositions which, are true with 
respect to Money are equally true wdth respect to Credit : only 
with the Sign changed 

Exactly the same clfects w’erc iwoduccd in England by tlie 
use of Bankers’ Notes. The success of the Bridgewater Canal 
had exactly the same efiect as the success of the Liverpool and 
Manchester Railway, eighty years later. The period 
to 179G w’as just as great an era in canal making as gui)se. 
quent period in railway building, considering the 
country at the respective times. In the course of twt . 

England, from being the most backward country in 
w\ater communication, was covered with a network of 
as no other country but Holland can boast. These can^^ 
made by the Notes issued by the country bankers. Burke says 
that w’hen he first came to Loudon there w'ere not twelve*bankers 
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out ^ of London. Tii 170:> th(M*e were 400. However, tliese 
bankers, not having the solid constitution of tlie Scottish Banks, 
were swept away in multitudes in tlie panics of and 1707. 

But, nevertlieless, though the bankers were sw('pt away, the solid 
results of tlicir issues of Notes remained 

Thus it is* now clearly demonstrated that Credit may be used 
as Productive Capital, exactly in tlu* same way, and in the same 
sense, and for all the purposes, that ]\roney is 

’ Remnrhs on ike Scottish System of Cash Credits 

20 . All these marvellous results, which have raised Scotland 
from the lowest de])tli of barbarism U]) to her proseni/ ])r()ud 
position in the spact^ of 200 years, are the childnm of jam* Credit. 
It is no exaggeration, but a melancholy truth, that at the period 
of the Revolution in IfiSS, and the foundation of tlu‘ Ihink of 
Scotland in 1G95, i)artly owing to such a s(‘ri(js of disasters as 
cannot be paralleled in the history of any otluir imhipemhmt 
nation : partly ojving to its pcrsition on tlx; ^’(•ry oid-'^kii'l s of 
civilisation, and ffir removed from the luimanising influencti of 
commerce; divided into two nal ions, aliens in blood and 
language ; Scotland was the most utterly bjirbarous and lawl(*,ss 
country in Europe. And it is e<[ually nnd(miai)le that the two 
great caus*es of luu' rapid rise in (;i vilisal if)n and wealth hav(i been 
ier sy&tei^js of National Education and Banking 
* Her system of Banking has Iw^en of infinitely gnjaba* SfU’vioe 
to her than mines of gold and silver, ^^tines of the prcHn’ous 
metal would probably only have demoralised lier p(;()j)le, and 
made them more savage than they w'ere Ixifore. Anther Banking 
Bystem lias tended immensely to call fortli every manly \ ii*tue. It 
has taught them industry, steadiness, and inoiail rectitude. In 
the Character of her own ])eo[»le Scotland lias found Wealth 
infinitely more beneficial to her than all tlie mines of M(;xico and 
Peru 

The express function of the Banks was to create Credits, 
Incorporeal entities, created out of Nothing, for a transitory 
existence: and when they had performed their functions vanish- 
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ing again into the Nothing from wliencc they came. And has 
nob this Credit been Capital ? Will anyone, with these results 
staring hiju in the face, believe that there are some persons who 
are supposed to be Economists who maintain that the results of 
Credit are ])iir(dy imaginary ! That Credit conduces nothing to 
Prodiifjtion and the increase of Wealth ! That Credit only trans- 
fers existing (^apitnl. lint even if it did no more than that, it 
has been shown that Circulation or Transfer is one species of 
lh’o<luctioii : as is indeed now admitted by all Economists of 
Note. And tliat tla^se persons who say that Credit isf Capital are 
such puzzl(!-heade(l dolts as to maintain that the same thing can 
be in two placu'S at once ! 

(h’rcnhiting (h’edits of all kinds have exactly the same cfFocts as 
]\roney, both in circulating existing conimoditics, and in promot- 
ing the format-ion of new^ products. And they may be used as 
^ro(lucti^'e (^ipital exactly in the same way, and in the same sense 
that Money is 

Tt must be observed that all these Cash Credits are for a dis- 
tinct purpose, (piite ditferent from the discount, of Mercantile 
Pa[)er. The marvellous results they have j^roducod arc due 
to a system of pure Accommodation Paper.* They are not 
founded oil any previous transactions : nor are they for the pur- 
pose of transferring existing commodities. They arc created for 
the exju’css purpose of bringing New pi'oducts into existence: 
w'iiieh but lor them would cither have had no existence at all : or 
at all e^'euts would have been deferred for a very lung period,* 
until solid Money could have been aceunmlated to etTect them. 
They are founded on exactly the same principles as the discount 
of IMercantile Bpls. In discounting Mercantile Bills the banker 
merely buys up the Bight to a future payment to be made out of 
the profits of the transaction. In creating Cash Credits the 
Banker merely buys the Right to a future payment to he made 
out of the future profits of the land or other public works 

The inveutioii of Cash Credits has advanced the wealth of 
Scotland by centuries. AVc have an enormous mass of Exchange- 
able Property created out of Nothing, by the mere will of the 
Bank and its customers, which produces all the effects of solid 
Gold and Silver : and w hen it has done its work, it vanishes again 
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into Nothing, at the will of the same persons who called it into 
existence. Hence we see that the mere will of man has created 
vast masses of Wealth out of Nothing : and then having served 
their purpose, they are Decreated into Nothing from wdience they 
came ; which are — 

‘‘ Melted into air, into thin air.” 

But their solid results have by no means faded — 

“Like the baseless fabric of a vision, leaving not a wreck 
behind ” 

On the Contrary, their solid results have been vast tracts of 
barren moor converted into smiling fields of Avaving corn : the 
manufactures of Glasgow, Dundee and Paisley ; the unrivalled 
steam-ships of the Clyde : great public woi*ks of all sorts : roads : 
canals : bridges : liarbors : docks : railways : and many others : 
and poor young men raised up into princely merchants 

What the Nile is to Egypt, that has her Banking System been 
to Scotland : and it was fortunate for her that the foundations of 
her prosperity were laid broad and deep before the gigantic fallacy 
was dreamt of that the Issues of Banks should be inexorably re- 
stricted to the an^ount of gold they displace : that no increase of 
money can be of any use to a country : and before Mill had pro- 
claimed to the world that to create Credit in excess of Specie is 
robbery 1 

The reader will now perceive the gigantic utility of the <£1 
note system to Scotland : and comprehend the consternation and 
•fury of the Scottish people when various attempts have been made 
by Parliament to suppress them. AYhcn Parliament sup[)ressed 
£1 notes in England, in consequence of the evils they were 
alleged to produce, owing to the bad organisation of the English 
Banking system, before the monopoly of the Bank of England 
was first broken up in 182G, it was intended to have su])pressed 
them also in Scotland. But all Scotland rose up against it : and, 
headed by Malachi Malagrowther, raised such a commotion that 
an inquiry was granted which fimt made the Scottish system of 
Banking understood, and the attempt was abandoned. Still, 
however, constant jeem and gibes were addressed to the Scotch 
people by persons who knew nothing about the subject, about 
their fatuous attachment to their dirty £1 notes. But the Scotch 
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knew tlicir value to the country far better than their assailants. 
The Scot(5h know that the prosperity of their country was bound 
up witli the Cash Crcidits : and Cash Credits were bound up with 
the issue of £1 notes. To have suppressed the Scotch £1 notes 
at that time would have destroyed two-thirds of the business of 
the Banks. Tlie extent of Commerce in Scotland at that time 
was not sufficient to support the public Baidas. It was stated 
that at that time two-thirds of the business of the Scottish Banks 
consisted in Casli Credits : tlioiig’h we are informed that now, in 
consequence of the great development of ComiiKU’Cc, Ihe ratio of 
Cash Credits to the mercantile business of the banks has con- 
siderably diminished 

Happily, however, no such attempts will ever he made again, 
now that the subject is better understood. Parliament is, 
liowever, justified in taking any measures it may bo deemed 
necessary to secure their perfect safety and convertibility. So 
completely has the tide of opinion changed, that the question now 
is whether £1 notes can be reintrodneed into England. But with 
the present ti’ansitional state of Banking in England it is 
premature to discuss that question 

On Hid Land Banks of Germany, or Banks of Credit Poncier 

21 . At the close of the Seven Years’ War in ^703, the 
proprietors in Silesia found themselves in a state of inextricable 
embarrassment. The ruin and destruction caused by the war, 
and the. low price of corn caused by the general distress, made 
them unable to meet their engagements. Interest and commission 
rose to 13 per qent. They obtained a respite of three years to 
ptiy tlieir debts. To alleviate the distress arising out of this 
state of matters, a Berlin merchant named Biiring invented a 
system of Laud Crcilit which has been very extensively adopted 
in Germany, Russia, Poland, and lastly in France 

Proprietors of land can no doubt burrow money on mortgage : 
but in every country such transactions are attended with many 
inconveniences. They have many expensive formalities to undergo^ 
sncli js investigation of title, Ac. Moreover, the difficulties and 
expense of transfer are usually very great : as each purchaser has 
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to undergo the same labor and expense. If the debtor falls to pay, 
the process of obtaining redress, or possession of the land, is 
usually very troublesome and expensive. The consc(iuence of all 
these obstacles is, of course, to raise greatly the terms on which 
money can be borrowed on mortgage 

The system of Government Funds suggested to During the 
idea of creating a similar species of Land Stock. The Government 
could usually borrow much cheaper than the landlords, because 
the title was sure and indisputable : and there was no impediment 
to the negotiaijility of their debts 

Biiring, therefore, conceived the idea of substituting the joint 
guarantee of all tlie proprietors for that of individuals: and 
establishing a book in which the Land Stock should b(j registered 
and be made transferable : and the dividends paid exactly in the 
same way as in the Public Funds. The Credit of the Association, 
therefore, was always interposed between the lenders and the 
borrowers. Those Avho bought the Htock looked only to the 
Association for the payment of their dividends : and the ])()rrowers 
paid all interest to the Association, which took upon itself all 
questions of title and security. The whole of these ohligations 
are turned into 8io*ck, transferable in all resi)ects like the Public 
Funds. Such is the general design of these Associations : they 
avoid the rock of creating Paper ]\Ioney : while they greatly 
facilitate the application of Capital to the land. Tliey in fact do 
nothing more than turn Mortgages into Stock 
• These ^Associations are of two classes. The first are private 
Association}?: and these again are divided into companies formed 
by borrowers : and those formed by lenders. The second are 
formed by the State, or provincial authorities ^ 

The system was introduced into Silesia in 1770 : Bnnidenburg 
in 1777 : Pomerania in 1781 : Hamburg in 1782 : West Prussia 
in 1787: East Prussia in 1788: Luneburg in 1701 : Estlionia 
and Livonia in 1808 : Seles wick- Holstein in 1811 : Meeklenberg 
^in 1818 : Posen in 1822 : Poland in 1825 : Kalenburg, Grubeii- 
hagen and Hildeslieim in 1826 : Wurtemberg in 1827 : Hesse 
Cassel in 1832 : Westphalia in 1835 : Gallicia in 1811 : Hanover 
in 1842 : Saxony in 1844 : and France in 1852 

The fullest information respecting these Banks is to be found 
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ill the work by M. Josseiiii, from which these details are taken : 
and to which we may refer tlie reader who wants further informa- 
tion as to the diilbreiit constitutions of these Associations 

All these Land Hanks make advances to about one half of the 
value of tlie land, in small bonds, chiefly varyin" from £5 to £100, 
bearinj^ interest from 3^- to 4 i)er cent., transferable by indorsement 
or delivery : together witli a small sum to form a sinking fund to 
red(Kau the priiK*ijKiI, and defray the expenses of management 
The holder of tlie bonds has security for their payment the 
whole Ca])ital of the Company, and the lands specially mortgaged 
for them 

The borrowers may pay either in money, or in the bonds of 
the Company, which they may jmrehase from the public : thus 
exhibiting anothcj* example of the universal doctrine that the 
Release of a l)el)t is always equivalent to a Payment in Money 
These institutions liavci had the most marvellous effects in 
developing the agriculture of the countries in which they have 
been formed : exactly similar to the effects of Cash Credits in 
Scotland 

Their Obligations luive maintained through all crises — 
monetary, war, and revolutionary — a steadmess of value far 
beyond any oilier securities whatever, either Government or 
Commercial. Josseau says, that in a population of 27,827,990, 
the negotiable Lellres de Gage., or Pfandhriefe, an^ounted to 
510,123,158 francs. In the revolutionary period Of 1§48, while 
the Prussian lands lell to 09 ; the shares of the Bank of Prussia 
to 63 : and the shares in the railroads from 30 to of) per cent. : 
the Land Ikiidv Bonds, producing 3 1 per cent, interest, stood at 
93 in Silesia aryl Pomerania : at 83 in West Prussia : and at 96 
in East Prussia 


On the Clearing House 

22 . One of the great improvements in modern times in the 
organisation of Credit is the institution of Clearing Houses : * 
and as the effect of these, like everything else in Banking, is the 
subj^t of great misconception, we must explain their operation 
It is usually stated that the Clearing House is an example of 
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the principle of Compensation, like that effected by the foreign 
merchants at the Continental fairs. In foreign treatises the 
Clearing House is usually called a Maison de Compensation, or de 
Liquidation, This however is a complete error 

It has been shown that if any number of customers of the 
same Bank have transactions among themselves, and give each 
other Cheques on their accounts, any number of transactions 
may be settled by mere Transfers of Credit from one account to 
another without a single coin being required, so long as the 
receiver of tlfb Clicque does not draw out the money 
Such Transfers are Novations 

The Clearing system is a device by which all the Banks which 
join in it are formed, as it were, into one huge Batiking institu- 
tion, for the purpose of transferring Credits fi’om one Bank to 
another without tlie use of coin : just in the same way that 
Credits arc transferred in the same Bank from one account to 
another without the use of coin 

The Clearing House is, therefore, not a Maison de Com2)ensa- 
tion, but it is a Madson de Novation 

Every banker has every morning claims on behalf of his 
customers against his neighbors, and they have claims on behalf 
of their customers against him. These claims are called Bankers’ 
Charges. T'ortncrly it was the custom for every banker to send 
(Jut his eferks the first thing in the morning to collect these 
charges, whfch had to be paid in money or banknotes. Having 
collected these charges, he credited his customers with the sums 
due to him. Now Avhen the banker had paid the charges against 
him there was of course so much credit extinguished. The money 
and bank notes collected by the banker became his actual pro- 
perty : but he was obliged to create an equal amount of (h’edit on 
behalf of his own customers : so that on the whole an exactly 
equal amount of Credit was recreated to what had been 
*extinguished. And so the final result 'was that there was exactly 
the same amount of Credit in existence 

But each of his neighbors had also claims on behalf of their 
customers against him. Consequently every banker was obliged 
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to keep a large amount of money and bank notes to meet these 
claims. By this a very large amount of money and bank notes 
had to be retained for the purpose of meeting these bankers’ 
charges ; it was simply transferred and re-transferred from bank 
to bank : it never got into general circulation at all so as to 
affect business or prices : and it could be made no other use of 
It was stated before the House of Commons, many years ago, 
that one bank alone, the London and Westminster, was obliged 
to keep .£] 00,000 in notes for this sole jmrpose. And if one 
bank alone, then comparatively in its infancy, W(ik obliged to 
keep such a sum in notes idle for this purpose, what would have 
been the sum necessary to be retained at the present day by all 
the banks, if it were not for the Clearing House ? 

To remedy tliis inconvenience an ingenious method was 
devised, it is said, by the banks at Naples in the IGth century. 
The banks instituted a. central cliambcr to which each sent a 
clerk. These clerks excliangcd their different claims against each 
other, and paid only the difference in money 

By this means the different Credits were readjusted among the 
different customers’ accounts just as easily as before : and a large 
amount of money and notes were set free for the purpose of 
circulation and commerce: and were in fact for all practical 
purposes equivalent to so much increase of Capital to the banks 
and to tlic country 

* 

This system was first adopted in this country by thc^Banks ill 
Edinburgh. And we have now to show that no* permanent 
extinction of Credit takes place as in Compensation : the final 
result is only a Transfer of Credit, that is a Novation 

Suppose that a customer of the Commercial Bank has £100 
in notes of the Royal Bank paid to him. He is then Creditor of 
the Royal Bank. He pays these notes into his account with the 
Commercial Bank. He desires the Bank as his agents to collect 
the proceeds of tlicse notes from the Royal Bank, and to place the 
amount to his Credit 

Suppose that in a similar way a customer of the Royal Bank 
has^£100 in notes of the Commercial Bank paid to him 

Then he is Creditor of the Commercial Bank. He pays these 
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notes into his account with the Eoyal Bank, and constitutes them 
his agents to collect the proceeds from the Commercial Bank and 
place them to his Credit 

Each Bank is then Debtor to the customer of the other 

The full way of proceeding would be for each Jhink to send a 
clerk to the other to collect the notes in money. Each Bank 
then having obtained payment of the notes in money would place 
to the Credit of its customer, and put the money which would 
become its own jwoperty into its own till : just as if the customer 
had j)aid in tbe money liiinself 

111 this case it is evident that there is no permanent annihila- 
tion or extinction of Credit : because by the process ^each Bank, 
instead of being debtor to the customer of the other, becomes 
debtor to its own customer 

Thus it is evident that in each case there is a Novation : and 
not a Comi)BHH(tHon 

This method of settling the claims of the customer would 
require £200 in money 

The same result may be obtained in a much simpler way 

Let the agents*of the two banks meet 

The agent of the Commercial Bank says to the agent of the 
Eoyal Bank — ‘‘ In consideration of your giving up to me the 
notes held by your customer by which I am debtor to him, and so 
releasing me from my debt to him, I agree to credit my customer 
with their amount : and so become debtor to him ” 

This is *a Novation 

The agent of the Eoyal Bank says to tlie agent of the Com- 
mercial Bank — “ In consideration of your giving up to me 
the notes held by your customer, by which I am debtor to him, 
and so releasing me from my debt to him, I agree to credit my 
customer with this amount, and to become debtor to him ” 

This is also a Novation 

The agents of the two Banks then exchange notes : and each 
Bank having received £100 in its own notes — that is, being 
released from its debt to the customer of the other, which, as we 
have seen, is equivalent to a payment in money — enters* the 
amount to the credit of its own customer 
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By this means each Bank, instead of being Debtor to the 
customer of the other, becomes Debtor to its own customer : and 
the use of £200 in money is saved 

The release of the debt of each Bank to the customer of the 
other is tlie consideration for the creation of the debt to its own 
customer 

No doubt the £100 of notes from each Bank are withdrawn 
from circulation and re23laced in its own till. But an equal 
amount of (Jredit is created and placed to the Credit of each 
custoTiier, so tliat upon the whole the quantity of Credit remains 
exactly the same 

Thus t\m debt of each Bank to the customer of the other is 
extinguislied by the new debt created in favor of its own 
customer 

And the whole transaction consists of two Novations 

The reason why tlic operations of the merchants at the Conti- 
nental fairs were Compensations in which both Credits were 
extinguished : and the operations of the Ckiaring House are 
Novations in wliich new Credits are createfl, which pay and 
extinguish the prior ones, but create an equal amount of now 
Credits, so tliat the whole amount of Crerlit remains exactly the 
same as it was Ind'ore, is this — 

« 

In the ciiso of the merchants they were jirincipals : they were^ 
mutually iiul(;bted to each other: when, therefore, the^ exchanged 
their mutual debts they were cancelled and extinguished : and no 
new debts were created to replace them 

But in the‘(uise ol the Clearing House the banks are not 
Principals : they are only Agents for their customers ; conse- 
quently, when tliey receive their owm notes, and so are released 
from their debts to the customer of the other, they are bound to 
create an equal amount of Credit in favor of their own customer ; 
which cancels and extinguishes the former debts : but leaves * 
exactly the same amount of Credit existing 

House is a Maison de Novation : and not 
iTdhso/i de paiuiLliilLon or Compensation 
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The system of clearing was adopted by the City bankers in 
1776, but the Bank of England was not admitted to it. Nor 
were the Joint Stock Banks admitted to it till 185 1 : when the 
charges of the Joint Stocks pressed so heavily on the private 
bankers that they were obliged to admit them. The Bank of 
England was not admitted till 1864 

The cliarges of the London bankers consist of Ohccpies and 
Bills of Exchange ; and not in notes : but that makes Jio 
difference in the principles of the case. A CluMpn; or Bill on a 
bank by a customer who has funds on his aceomit to meet it is in 
all respects equivalent to a note of the bankcM* himself. Ihiey 
collect the Cheques and Bills due to their customers and rearrange 
the Credits due to the various parties exactly in the same way as 
if they were notes 

Before 1864 the differences payable by the banks wore settled 
by Bank Notes ; and it is said that about £250,000 wci’o required 
for that purpose 

But in 1864, when the Bank of lilngland was admitted, the 
system of Clearing was furtlier inqwovcd : so tliat the use of Coin 
and Bunk Notes is ’now entirely dispensed with 

Every clearing bank keeps an account with the Bank of 
England : and the Inspector of the Clearing House keeps one 
also. Printed lists of the clearing banks are made out for each 
bank witli its own name at the top : and the otliers placed in 
alphabet ic?al order below it. On the lefD side is the Debtor’s 
column, and on the right side the Creditor’s. The clerk of the 
Clearing House then makes up the accounts between each bank, 
and the difference only is entered in the balance sheet according 
as it is Debtor or Creditor. A balance is then struck between 
the Debtor and Creditor side, and the paper delivei’ed to the clerk 
who takes it back to his own bank. The balance is then 2)aid to 
or received from the Clearing House. If the Bank is debtor it 
it gives a white ticket to, and if it is creditor it receives a green 
’ticket from the Clearing House. By this most ing(Miious system 
not a single eoin or bank note is used : and the sums ti’ansferred 
by this means at the present time are 
year 
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How Mercantile Bills of Exchange are paid 

23 . AVo have now to show how erroneous are the ideas of 
those writers who, like Torrens and Mill, and the Sect who sup- 
ported the Bank Act of 1814, think that all Bills of Exchange 
are paid in Aloiiey or Bank Notes 

All merchants and traders not only buy goods on Credit : but 
they also sell them on Credit. Hence they are not only indebted 
on their own acceptjuices to those from whom theyjiave bought 
goods ; but they hold the acceptances of those to whom tliey have 
sold goods 

Now a merchant knows when his own acceptances are coming 
due, and if he has not sunicient funds on his account to meet them, 
he has only two methods of providing for them, lie must either 
sell his goods in the market, or he must discount the acceptances 
he liolds with his banker. The latter is, of course, the preferable 
plan. Accordingly, when his balance is low, and his own accept- 
ances are falling due, he simply takes a batch of the acceptances 
he holds, and discounts them with his banker, who buys them by 
creating a Credit, Debt, Right of action, or Deposit in his favor : 
and thus increases his balance 

The merchant, of course, makes his own acceptances payable 
at liis banker’s : consequently on the day they matuj'e and become 
Debts, they are simply Cheques, zind the whole majfs of Bills 
and Cheques pass through the Clearing House, and as*we have 
shown ill the description of the operations there, the whole trans- 
actions are settled by pure Transfers of Credit : without the use 
of a single Coin or Bank Note 

Hence, in oftr present highly organised system of Credit, Bills 
of Exchange are not paid in Money or Bank Notes at all — except 
only in a very few isolated cases — but they are paid exclusively by 
the constant creation of new Banking Credits 

Hence, in our present system, the constant creation of Banking • 
Credits is a matter of vital necessity. If the London Bankers 
were suddenly to give notice that next day they would stop dis- 
counting, the result would be that 19 out of 20 merchants would 
be ruined 
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But more than that. As the merchants would of course 
exhaust all their means to maintain themselves, they would 
instantly draw their balances : and thus the bankers would draw 
upon themselves a Run for Gold 

It is perfectly well understood by all bankers that “An 
Excessive Restriction of Credit causes ami produces a Run for 
Gold.” And thus bankers and merchants will all come down in 
one uni^'erstll crash 

The truth of this is now perfectly well known : and will be 
shown in a future chapter to be verified by numerous instances : 
and will have to be fully discussed in explaining the policy and 
elfects of the Bank Charter Act of 1841 

As, therefore, the constant and uuintornipted creation of 
Banking Credits is an indisj^cnsable necessity to maintain tlie 
existence both of merchants and bankers, we shall have to con- 
sider under what conditions they are to be created 

On the Right of Foreign Banks to open Branches iu London, 

24 . We think it expedient to consider here a fpiestion wliieli 
made a considerable stir some years ago — namely, the Bight of 
Foreign Banks to open branches in London 

In 18(T5 the National Bank of Scotland opened a ])rauch in 
liondon and the Bank of Scotland in 1872. The CharLfo- of 
the Royal Bank did not permit it to bank out of Scotland : but 
in 1878 it obtained a Private Act, 8(> and 87 Vi(^t., c. ccxvii., 
with the full consent of the Bank of England and the English 
bankers — [What did they want that for ?] —to enable it to open 
a branch in London, and carry on business thei-e, except only 
issuing Notes. The bill was carried through Parliament by j\Ir. 
Goschen : and the branch was opened in August, 1874. These 
were the oidy Scotcli Banks which had then opened branches in 
London : and up to that time they had evoked no open hostility 
from the English bankers 

But, in 1878, in consequence of the increasing connection 
between Glasgow and Cumberland, the Clydesdale Bank oijened 
VOL. II., TAUT 1 
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three branches in Cumberland, at Carlisle, Whitehaven and 
Workington. Tliis invasion of the English provinces by a Scotch 
Bank excited the velieinent opposition of the English bankers, 
botli private and Joint-Stock, and in April, IBTJ, Mr. Goschen, 
who had cairried llie bill of the Royal Bank through Parliament 
in 1873, at their instance brought in a bill to extrude the Scotch 
Banks from England ! 

Kow in these days of competition : and as, for the purposes of 
trade and conunenic, England and Scotland are one country, it 
seems somewhat surprising that this right should be questioned. 
Xo one questions the right of English Banks to open branches in 
Scotland if they choose to do so : and, in fact, several of the 
English Colonial Banks have agencies in Scotland. Why, then, 
should it be supposed that it is contrary to law for the Scotch 
Banks to open braiuihes in any part of England ? 

Many of th(‘. S(;oteh Tnsurance Offices have opened branches in 
London and other English towns, and not a word of objection was 
ever oifered by the? English Insurance Offices, because they knew 
it would have been futile to do so. Why, then, should the right 
of the Scotch Banks to open branches in England be questioned, 
and their doing so excite ill-feeling on thC part of English 
bankers ? 

The gravamen of the case lies in this. When the monopoly 
of the Bank of Jhigland was first broken up in 182G, it was 
provided that Joint Stock ]3anks might be founded* and issue 
Notes : but not within Go miles of London. If they carried oti 
Banking business in London, they were obliged to •discontinue 
tlieir issue of Notes in the provinces 

Now tlic National Provincial Bank was a great provincial 
Bank, and issued a large amount of Notes in the provinces. But it 
deemed it expedient to commence banking in London : and by 
the terms of the Act of I82G, it was obliged to give up its 
provincial issue of Notes. Tlic union of banks, now called the 
Capital and Counties Bank, also became London bankers, and they 
were also obliged to give up their provincial issues. And these* 
banks and their fellow English Bankers thought it extremely hard 
that they sliould have to give up their issues of Notes, when 
commencing banking in London, while the Scotch Banks could 
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maintain their issues in Scotland wliile they did business in 
London 

It was somewhat strange, however, thnb wliile so much ill 
feeling was aroused against the Scotch Hanks not a word was evi r 
said against the Nationnl Bank of Ireland, whi(‘h not only has its 
head office and numerous branches in Loudon, hut still maintains 
a large authorised circulation of Notes in Ireland 

Mr. Stephen Cave, on behalf of the (Jovernmeiit, moved an 
amendment to the second reading of iMr. LoscIkmi’s hill, that a 
select Committee should he a]i] minted to consider and report upon 
the restrictions imposed, and privileges conferred, by law on 
bankers authorised to make and issue Notijs in l^higland, Scotland 
and Ireland respectively, which was carried without a division 

This Committee began its sittings on the 19th April, 187*0, 
and took evidence during 21 days : and report'd the evidence to 
tlie House : l.)ut made no re])ort on the evidcuicc? taken, and 
recommended its re-appointment in the next session. This, how- 
ever, was not done. And the result Avas, as is invariably the ease 
with Parliamentary Committees and Koyal Coniinissions on such 
subjects, they left the matter exactly as it was 

The primary object of the Committei} was to ascertain the 
legality or the contrary of the 8cotch hankers oj)ening branches 
in London. It examined personally two very emimmt Counsel, 
Mr. Fitz^james Stephen, Q.C., afterwards My, dusLice St(q)heu and 
Sir Henry •Thring, C.H., Parliamentary draughtsman to the 
Government, afterwards Lord 'Thring, as to the state of the law : 
and besides that, they had the written opinion^ of Sii* James 
Scarlett (Lord Abinger), Sir Edward Sugden (Lord St. Leonards), 
Mr. Kichards and Mr. Roundell Palmer (Lord Selhorne) 

We .shall commence by stating the opinions given by these 
learned Counsel 

Mr, Stephen gave it as his opinion among other things that — 
“ No Joint Stock Bank which issues Notes ajiywliere, exc ept the 
Joint Stock Banks in Ihigland, and more than Oo miles f^mm 
London, may carry on business in any part of England” 

s 2 
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lie coiisidrvcd that all “foreign hanks whatever, including 
under tlie name ‘ foreign ’ not only (.Continental Banks, but 
Ih’itish BaidvS out of England : that is, Scotch, Irish and Colonial 
Banks, ww. forbidden by the Acts of Parliament to establish them- 
selves in any part of England.” (C^. 20G) 

Ibi denied, for example, that the Bank of Amsterdam could 
open a branch in Loudon, 207) 

Blit as a matter of fact the National Bank carried on business 
in liondon, and had very numerous branches issuing Notes in 
Ireland. ^lany (Colonial Banks carry on business in London : 
and tile (Jredit Lyonnais has more than ojie branch in London 
Mr. Stephen admitted that he had U(*\'ei‘ turned his attention 
to the (piestion before : and that ho had merely been instructed 
to look at the matter on behalf of the English bankers sonic two 
days or a week jirevionsly : and that he was somewhat biased by 
the side on which he was called. Tie also said that he laid derived 
most of his iiiformation from the memoraiKbim of Sir Jlenry 
d’hriiig to be mentioned immediately 

Sir Henry Thriiig ditrered so far from Mr. Stephen that he 
thought that the Seoteh Banks might o[)eii branches in the pro- 
vinces beyond the Oo miles limit, though he spoke rather donbt- 
tully. ((j. lol, tod.) Bat lie agreed with Mr. Stephen that it 
was illi'gal to open branches in London, or within the limit of Go 
mill's 

Me also pR'senled a memorandum to the (Committee containing” 
iinmerons releri'uces to tlie second (edition of my ^lieorij and 
Praciice of Ilunkiiuj, and stating certain general eoncliisions he 
had arrived at-r-“ Such being the circumstances of the case, the 
first question is whetlier it is or it is not legal for Scotch Joint 
Stock Company Banks of issue to establish branches in England ? 
In answer to that (luestioii, it is submitted that the prohibitions 
contained in tlie Acts of 1G97 and 1708, and repeated in 1800, 
are still in force, witli the special modifications introduced by the 
Act of 1820, and are perfect.lv general in their terms, and extend 
to Scotch Banks of issue as well as to country banks of issue in 
England: and consequently that, with the exception of the Royal 
Bank of ^^cotlalld, ^^hieh is empowered by Act of Parliament to 
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have a hranc'-li in TiOinlon, nil other l>ranclK‘S heloiio-inp^ to Scotch 
BankH of issue in Tiondon, or within (>5 miU'S thereof, nre illce;ai. 
On the other hand, there docs not a)>pcar to he nny leual prohibi- 
tion against the (Mydesdalc'. Thinking Company establishing their 
branches in Cninbe.rlari(l, being at a distance of morci than' 
Oe^ miles from Ijondoii” 

Sir llenry Tliring then ]iresented some suggestions as to the 
l^olicy of expelling the Clydesdale Bank by law fiom (himbtahind, 
which we need not discuss, as of c.onrse {‘V(n*y oia^ is entitled to 
have his owfl o[>inion as to exp(*di(*n(^y and ])oliev : and hajipily 
any sncli attempt wonld now })e utterly ahortiv(‘ 

Having been expressly selected hy th(‘- Law Digest (kmmiis- 
sioners to declare th(‘ Law on all ])oints relating to Bank N(>tes, 
and, moreover, having Ikhmi frecpanitly r(‘ferred to in Sir Tfcmry 
Thriiig's memorandnm, I ap])]ie<l t.o the Cluincellor of tlni Exche- 
quer to be heard before, the (kimmittee : but h(j did not- ae<‘t‘(K‘, to 
my request. However, a-s tlie opinions given hy tlie learned 
(^onnsel struck at such widespread inler(‘sts, f ad<lressed a l(dt('r to 
the !)((ihf Keirs^^ wln(*h a])pear(Ml on the J^th May, ISTo, showing 
that it was perhM^f-ly lf‘ga,l for the Scjotth Banks to open ])i’an(hes 
ill any [)art of England, so long as they did not issn(‘ Xoti's in 
England 

^rherd wert* also pnblislied in tlui a]qK*ndix th(^ o])ini()ns gi\'eii 
•in by Sii’ James S(!arlelt, Sir Edward Sngdini and Mf. 

Griffiths, (HI the (jiuistion whether Joint Stock Banks of l)(‘posit 
could be estahlishc^d in London prc'vionsly to the clause in tli(^ 
Bank Act of These thive ("onnsel luhl tliat tlaw eonld 

not : tlu‘y maintained that tlie woi’ds of tin* moiuqioly elaiJS(‘ ot 
16‘.)7 and siil)se(picnt A(*ts included Banks of I)(‘posit as well as 
of issue. As we have shown, this is an erroneous distim^tion. 
But Sir John Campbell, the Att.orney-General, held tlje reverse, 
fully endorsing tlie diseovc-ry of j\Ir. Joplin in 182:^ : he held 
that the monopoly of the Bank of England was stricitly confined 
to issuing Notes : and that it was perfectly legal at (Common I^aw 
to establish Joint Stock Ihinks of Deposit. And nfion^that 
opinion the Government acted, and introduced the declaratory 
danse in the Bank Charter Act of 18^53 
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In 1855 the Clydesdale Bank look the opinion of Mr. Roundell 
Pahiicr (Lord Selborne) as to ^vhether it was legal for them to 
open branches in London and other parts of England, and to 
carry on banking business, except only as to issuing Notes. Mr. 
Palmer gave it as his opinion that it was ]:)erfectly legal for them 
to do so. Tlie opinion of Lord Solborne, therefore, exactly agreed 
with the opinion I published in tlie Dailu News of the 8th of 
May, 1875 

Tins case is an example of the futility of ('Onimittces of the 
llousc of Commons undertaking to investigate, and determine 
questions of pure Law, on which the most eminent Counsel are in 
diametrical contra, diction to each other 

\7c have now to put the question on its purely legal basis. It 
entirely turns on (he privileges of the Bank of England : and it 
is necessary to state exactly what these i)rivilcges are 

1'be privil(ig(*s of the Bank of England are a. penal enactment 
against the rights of the rest of the commercial community : and, 
thercifore, like all ])enal enactments, they are to be construed in 
the strictest manner possible. Nothing is contrary to Law 
except wiiat is clearly forbidden by it ; everytliing else is legal 
and permissible 

At its iirst institution the Bank of England received no 
monopoly. The Act of 1007 only provided that no oi^er Bank 
should he established bij ParliamenL At this time private bank- 
ing partnerships might be formed, containing any number of* 
partners whatever. But in 1701) it was enacted that no company 
or society exceeding six j)artners might borrow, owe, or take up 
any sum or sui^is of money on tlieir bills or notes payable at 
demand, or at any time less than six mouths from tlie borrowing 
thereof, in that part of Great Britain called England 

At that time no one liad framed a definition of Banking. 
But it was supposed that issuing Notes payable on demand was 
what so constituted the essence of Banking,’’ that to prohibit « 
persons from doing that, was to prohibit them from Banking.” 

In order to strengthen the monopoly more effectually, it was 
enacted in tlie Bank Charter Act of 1742 that — 

‘‘ To prevent any doubts that may arise concerning the 
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privilege or power given by former Acts of Pai’liament to the said 
Governor and Company of Exclusive Banking, and also in regard 
to the erecting any other Bank or Banks by Parliament, or 
restraining otlier persons from Banking during the continuance 
of the said privilege granted to the Governor and Company of 
the Bank of England, as before recited, it is hereby further 
enacted and declared, by the authority afoi’esaid, that it is the 
true intent and meaning of the Act that no other Bank shall be 
erected, established, or allowed by Parliament, and that it shall 
not be lawful for any body politic or corporate whatsoever united 
or to be united in covenants or partnership exceeding the niiinboi’ of 
six persons in that part of Great Britain called Kngt and ^ to horroiVy 
oive^ or take up anij sum or sums of money on their Bills or Notes 
payable at demand^ or at any less time than six months from the 
borrowing thereof during the continuance of such privilege of tlie 
said Governor and Company, who are hereby declared to be and 
to remain a Corporation with the privilege of Exclusive Banking 
as aforesaid ” 

These words, which were always contained in subsc^fjuont 
Bank Charter Acts, strictly define the privileg<‘ ol* tlu^ Bank of 
England. Its sole monopoly is that during the continuance of 
its charter, no Bank having more than six (now ten) partners 
shall issue Notes in England payable at less than six months 
date : but all other kinds of Banks and banking are left absolutely 
^free ^ 

There is no doubt whatever that Parliament intended to 
confer an aTjsolute monopoly of Banking on the Bank of England : 
but by strictly defining what they conceived Banking to consist 
in, they overshot their mark, and ultimately detealed their own 
purpose. There was no instance at that time of any ibink which 
did not issue its own Notes : nor any idea that a Bank could be 
carried on without issuing Notes. If there had been, Parliament 
would certainly have provided against it. If the words had been 
general and had given a simple monopoly of Banking, no other 
Bank of any other sort or description exceeding six persons could 
have carried on business in England. They did not, and could 
not be expected to foresee that Banking in populous cities could 
be carried on without issuing Notes. In order to make assurance 
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doubly sure, they gave what tliey conceived to be tlie definition or 
description of Banking : and the legal effect of so doing was to 
restrict the monopoly alone to that particular method of Banking 
so defined or dcscrilmd 

After the crisis of 18:^5 the Bank consented to give up a 
portion of their monopoly : and in 1820 Joint Stock Banks were 
allowed to be fui‘ined and issue Notes beyond the distance of 05 
miles from FiOndon : provided that they had no office, and did 
no business in London. If they did business in London they 
were obliged to give up tlieir provincial issues 

In 17i)d tlie London bankers of their own accord discontinued 
issuing Notes: ami showed that in such a place as London, what 
had never been imagined before, banking, or at least some kinds 
of it, can he carried on witlionb issuing Notes, but by means of 
their ec|uivalents -— Clieqiies. Al)()ut 1820 some Economists began 
to scrutinize the Bank Charter Acts, and maintained that Joint 
Stock Banks might be established, and carry on their business in 
the then manner of lioiulon bankers, without issuing Notes, 
which would be no infringement of the ])rivilcges of tlie Bank. 
A declaratory clause to that eJTceb was inserted in the Bank 
Charter Act of and in const'cpKUHUi of this discovery, and 

this declared common law right, the London Joint iStock Banks 
were founded 

Such is a sim])]c stateimmt of the Law of the case. And 
with res})cct to the Scotch Banks opening branches in London, 
or any other j»a,rt of KnglamL the sole question is — Do they issue 
A of('S payabh at Ir.ss than six months in England ? The clear 
answer is that^they do not: and consequently they have an 
undoubted legal right to ojien brandies in London, or any other 
part of England, if they choose. It would be perf(‘ctly legal for 
tliein to iemo\e their bead offices to liondon, and maintain their 
issues in Scotland : as the National Bank of Iidand has its head 
office and scvcial braiudies in London, and maintains its issues 
in I inland. As a matter of fact any bank in any part of the 
world has a legal riglit to open branches in London or in any 
part, of England, so long as it does not issue Notes payable in 
less than six months in England 
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No doubt it is a grievance that the National Provincial Bank 
was obliged to abandon its lucrative country issues on com- 
mencing business in London : as the Cayatal and Coiiiilie,s Bank 
has also had to do; and as CA^ery country Bank will have to do 
that establishes its head office in Loudon. But, whatever the 
hardsliip or the in justice of the ease may be, the reme<ly certainly 
does not lie in a puerile attempt to deprive the Scotch Banks of 
their legal rights : but rather in the revision and recti lieation of 
the chaotic mass of absurdity of the present banking system of 
England, which the logic of events will assuredly in course of 
time force on the Government 

On the Transformation of Temporary Credit into Permanent 

Capital 

26. AYe shall now give an example of the doctrine that the 
Release of a Debt is in all cases eijuivalent to a Payment in 
Money, which may surprise sonuMif our readers, and of whieli wo 
have nob seen the slightest notice anywliere else 

AVhen it is jmblished to the world that the Bank of England 
has a paid up Capital of .-£10,000,000 : and that the several 
Joint Stock Banks have paid up (.\ipital of some millions, most 
persons take it for graiiU'd that tin? Banks have these; sums paid 
up in hard cash 

Nevertheless this is a [)rofound error. Of c‘onrse it is im- 
^X)ssible for any outsider to liavc any precise knowledge as to how 
much of these amounts was ev(‘r ])aid up in aedaial mom^y. But 
it may probably be said with safety that not so nnieb as one half 
of these various amounts was ev(;r paid u]) in re^il money : but 
by another method which we shall now describe : by wlu'cb it 
will appear that at least one luilf of thcvsc millions of “ ('Upital’^ 
was never anything more than the Bank’s own Credit turned into 
“ Capital ” 

, To explain this, we may observe that the first siihscrijitioii to 
the Bank of England was £1,200,000: paid of (;onrse in actual 
money. It was advanced t<) Government, and the Bank was 
allowed to issue an equal amount in Notes, which were of course 
an augmentation of the Currency 
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In 109() tlHi Bank stopped payment, and its Notes fell to a 
discount of 20 per cent. 

In 101)7 Parliament undertook the rCwStoration of public 
credit : ami it was determined to increase the Capital of the 
Bank by .£ 1 , 000 , 000 . But not one penny of this was paid up in 
actual money 

The Act direete<l tliat .£800,000 of the subscription should 
be paid up in Bxelicquer Tallies, or Exchequer Bills ; and the 
remaining £200,000 in the Bank’s own depreciated Notes : 
which were received at their full value as Cash 

Tlius, of its first increase of Capital £200,000 consisted of its 
own depreciat(Hl Notes. The Bank was authorised to issue an 
additional amount of Notes equal to its increase of Capital. At 
siibse(iuent increases of Capital the subscribers might pay up any 
amount they pleased in the Bank’s own Notes, which were always 
held as equivalent to a payment in Money : and an increase of 
Capital 

In 1727 the Bank of Scotland increased its Capital. The 
su))scription was paid up partly in the Bank’s own Notes. An 
outcry was made against this. But the Directors justly answered 
— But the objectors do not at all consider this point, for the 
payments an‘ many of them made in specie : and Bank Notes 
are justly reckoned the same as specie, when paid in on a call of 
stock, because wlien paid in, it lesmis tlw demand on th^. Bank ” 
Hence the Directors clearly understood that the Release of a 
Debt is ill all resjiecLs equivalent to a Payment in Money 

The Bank had issued its notes, and were, of course, Debtors 
to the holders of them. These Debts were Negative Quantities. 
The subscribers might either pay in Money : which was + x + : 
or Release the Bank from its Debts ; which was — x — : and 
the effect of either transaction was exactly the same, xit every 
increase of Capital the same operations would be repeated : pay- 
ment in Money and in the Bank’s own Notes would always be 
treated as equivalent. And hence, at every fresh increase of • 
Capital a certain amount of the Bank’s own Temporary Credit 
was turned into Permanent Capital 

Thus we sec that the Parliament of England and the Directors 
of the Bank of Scotland, who w’ere probably equally innocent of 
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Roman Law and Algebra, simply from theii' own mercantile 
instinct treated the Release of a Debt as in all respects equivalent 
to a Payment in Money 

Banks, therefore, which issue Notes may increase their Capital 
by receiving their own Notes in payment : by which they turn 
their own Credit into Capital. But Banks whi(*.h do not issue 
Notes may increase their Capital exactly in the same way. A 
customer of the Bank who has a balance at his Credit is in 
exactly the ^ame position as a Noteholder. If he wishes to sub- 
scribe to an increase of Capital lie simply gives the Bank a 
Cheque on his account. This is equally a Release from a Debt 
as a payment iu the Bank’s own Notes : and an iticrease of 
Capital 

If the customer has not suflicient on his account to pay for 
the stock he requires, he may bring the Bank bills to discount. 
The Bank discounts those bills by creating a Credit, or Deposit, 
in his favor : which, of course, is a Negative Quantity exactly 
like a Bank Note. The custotner then gives the Bank a Cheque 
on his account — that is, he Releases the Bank from the Debt it 
has created ; and that Debt released becomes increase of Capital. 

This is the way in which the Capital of all Joint Stock 
Banks is increased : and it may go on to any extent without any 
payment in Money. And, consequently, it is wholly impossible 
for any oi>e who has not had access to the books of the Bank, to 
g-scertaiiuwhat proportion of the Capital consists of payment in 
Money : an^ what proportion consists of the Bank’s own Tem- 
porary Credit turned into Permanent Capital 

Oil the Economical Eifects of Banking 

26 . Having now given an exposition of the actual mechanism 
of the different kinds of Banks, and shown the entire erroneous- 
ness of the notions of Banking wdiich are still prevalent in this 
country, we can observe its Economical effects 

The business of a Bank is not to borrow Money from one set 
of persons to lend to another — it is to build up a superstructure 
of Credit on a given basis of Bullion several times exceeding, its 
amount, which Credit is intended to circulate and pj'oduce all the 
effects of Money 
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And every one who has understood the mechanism of Banking 
has seen that it practically augments tlie Capital of the country 
Thus John Law says that the Bank of Scotland, on a basis of 
£10,000 in .Money, was able to maintain £50,000 of its Notes iu 
circulation ; which he says was equivalent to so mucli additional 
Money to tile country^ 

He also says- — “The introduction of Credit V)y means of a 
Ihink augments the quantity of Money more in one year than a 
[)rosperous coininoice would do in ton,” i.a., by creating circulat- 
ing Credit 

So Bisliop Berkeley, after proposing many wise queries on 
Money and Credit, says that a Bank is a Gold Mine, and asks 
whether it is not the true philosophers’ stone ? 

Alexander Hamilton, tlic celebrated financier of the United 
States, ill [)resenting a Iteport to (Congress on the advantages of 
foiiiuling a. National Bank, says — 

“ 'Phe following are among tlie princi[)al advantages of a 
Jkink — 

“ Ciist : the augmentation of the active or Productive Capital 

of a country It is a well established fa(‘-t that 

BaidvS in good (hvdit can circulate a far greater sum than the 

actual quantum of their (^ipital in gold and silver 

This faculty is ])roduced in various ways — 

“ (1) A great portion of the Notes which are issued and 
pass current as CjisIi are indefinitely suspended in circulation 
from the (confidence which eacli holder has that he can, at any 
moment, turn them into gold and silver 

“ (*J) Evt^’v loan which a Bank makes is, iu its first shape, 
a Credit given to the borrower iu its Imoks, the amonut of which 
it stands ready to pay, eitlicr in its own Notes, or Gold or Silver, 
at his option. But in a great number of cases no ac.tiial payment 
is made in either The same eireumstances illus- 

trate the truth of the position, that it is one of the properties of-* 
banks to increase Ike active Capital of a Country, This additional 
employment given to Money, and tlie faculty of a bank to lend 

imd Trade considered 
'^Leitres sur les Banqves 
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and circulate a <?rcater sum than the amount of coin, are to all the 
purposes of trade and industry an absolutely Increase of Capital. 
Purcliases and undertakings in general can be carried on by 
means of Bank Paper, or Credit, as efTectually as by an equal sum 
of gold and silver. And thus, by contributing to enlarge the 
mass of industrious and commercial enterprises, banks became 
nurseries of national wealth — a consequence as satisfactorily 
verified by experience as it is clearly dediiciblc in theory ” 

So J. B. Say says — “If Bills of Credit could replace com- 
pletely inetaTlic Money, it is evident that a Bank of Circulation 
veritably augments the sum of National Wealth : because in this 
case, the metallic wealth becoming superfluous as an agent of 
circulation, and nevertheless preserving its own value, becomes 
disposable and can serve other purposes. But how docs that 
substitution take place ? What are its limits ? What classes of 
society make their proiit of this interest of the new fund added 
to the Capital of the nation? 

“ According as a bank issues its Notes, and the puldic consents 
to receive them on the same footing as metallic money, the 
number of monetary units increases 

“ If, suppose, ft issues one hundred millions of Notes, it will 
withdraw, perhaps, forty millions in specie, which it will put in 
reserve to meet the payments which may be demanded of it. 
Therefore, if it adds to the quantity of money in circulation, and 
if it withdraws forty millions from circulation, it is as if it added 
bnly sixiJy millions 

“ We wi^i now to learn what class of society en joys the use of 
this New Capital ” 

Say then goes on to explain how Lljis NewJ!!)apital is em- 
ployed, and who reaps the benefit of it 

And J. B. Say is the writer who said that tliose who say that 
Credit is ('apital maintain that the same thing can be in two 
places at once ! ! 

I 

Gilbart says — “ Bankers also employ their own Credit as 
Capital. They issue Notes promising to i)ay the bearer on 
demand. As long as the public arc Avilling to take these Notes 
as gold, they produce the same effects. Tlie banker who makes 
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advances to tlie agriculturist, the manufacturer, or the merchant, 
in his own Notes, stimulates as much the productive powers of 
the country, and provides employment for as many laborers, as 
if, by means of the philosophers’ stone, he had created an equal 
amount of solid gold. It is this feature of our banking system 
that has been most frequently assailed. It has been called a 
system of fictitious Credit — a raising the wind — a system of 
bubbles. Call it what you please, we will not quarrel with 
names : but by whatever name you please to call it, it is a 
powerful instrument of production. If it be a fictiiious system, 
its cllects are not fictitious : for it leads to the feeding, the 
clothing, and the employing of a numerous population. If it be 
a raising of the wind, it is the wind of commerce, that bears to 
distant innrkets the produce of our soil, and wafts to our shores 
the productions of every climate. If it be a system of bubbles, 
they are bubbles wliich, like those of steam, move the mighty 
engines that promote a nation’s greatness and a nation’s Wealth,” 

What (Jilbart says about Notes is all true: but he omits to 
mention that Banking (h’edits circulated by means of Cheques 
have exactly the same eftects as Banking Credits which are circu- 
lated by Notes • 

DemoUiion of the Wages Fund ” Theory 

27. The exposition of tlie actual mechanism of Banking 
which we liavc given, demolishes a Theory which was loiig held 
by some Economists, commonly called the “ Wages Fund ” 
Theory : though we believe that all Economists of repute have 
now abandoned it 

A considerable number of Economists stoutly maintained that 
Wealth is to be restricted to material things only, such as Money. 

They then contended that Wages are paid exclusively in 
material Money : and they called the quantity of Money paid in 
Wages the “ Wages Fund,” and maintained that it could not be 
exceeded. Capital, they insisted, was composed only of material 
things, and savings of the past 

They then maintained that Wages depend on the ratio between 
Capital and population 
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This was an error to begin with : because all the Money spent 
as Wages, is not used as Capital, i,e., expended with the intention 
of making a profit by it 

A very large portion of Money spent as Wages is nob Capital, 
but an expenditure of Income 

Wages only spent for the purpose of profit : such as agricul- 
tural, manufacturing and commercial wages, are Capital 

Now there is an important difference between Wages spent as 
Income and Wages laid out as Capital. In the foi-iner case 
there is no ^imit to them but the absolute rule of Supply and 
Demand : in the latter case there is 

If I want professional services of the higliest order, there is 
no limit to the price which must be paid. A surgical operation 
of great delicacy, which may only last a minute or two, may 
perhaps cost £150, when performed by a person of the most 
eminent skill. On one occasion a vciy eminent couns(d received 
£2,000 for half-an-hour’s work. So the wages paid to servants 
of all sorts are only determined by the Law of Supply and 
Demand 

But when Wages are laid out as Capital, the case is difi’erent. 
In such cases the limount whi(di a Capitalist can afford to pay as 
wages is limited and controlled ])y the profits which he expects to 
make by the sale of the product. I f the price of the product 
could be forced up indefinitely, wages might no doubt be forced 
up indefinitely. Bub that is very far from being the case. No 
^xpendiflire upon a product can force uj) its price indefinitely. 
The value (ff the product is solely governed by the great general 
Law of Supply and Demand. And as no Capitalist can continue 
to produce for any length of time unless he rcfjg.ivcs his usual 
profits, he cannot afford to give more as AVages than will allow 
him to obtain that profit. Hence, if he cannot reduce wages, he 
must cease to produce. Thus, in all cases of Wages expended as 
Capital, there is a natural cast-iron limit which tliey cannot 
exceed, however much they may fall short of it 

We shall now allow the originators of the Wages Fund Theory 
to speak for themselves 

Senior says that the proximate cause which decides the rate 
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of wiiges is tlie extent of the Fund (What Fund?) for the 
maintenance of laborers compared with the number of laborers to 
be maintained 

Jones, who expressly confines Wealth to material objects only, 
says that Wages depend upon the amount of Wealth devoted to 
maintaining laborers 

‘‘ Tlic amount of Wealth devoted to the maintenance of labor 
constitutes the Labor Fund of the world, and the amount so 
devoted in any country constitutes the Labor Fund of that 
country 

“ The third division of the Labor Fund consists of what is 
properly called Capital, that is of the stored-up results of past 
Labor, used with a view to profit ” ^ 

But is this the fact ? Are Wages only paid out of the Money 
which is the result of past savings ? Are Wages only paid in 
specie ? No one who has the slightest acquaintance with practical 
business can fail to perceive that such aji idea is altogether 
erroneous. Every practical man knows that enormous masses of 
Wages are paid in Credit 

Mill, himself, says- — “ When Paper Currency Credit] is 
supplied in our country by bankers and hanking companies, the 
amount is almost wholly turned in Productive Capital. . . 

So employed it yields like any other Capital, wages of labor, and 
profits of stock. . . . The Capital itself, on the l()iig run, 

becomes entirely Wages, and when ret)lacod by the sale of the 
produce, becomes Wages again : thus affording a perpetual fund 
for the maintcuaiicc of Productive Labor : and increasing the 
annual produce of the country by all that can be produced by 
the means of a Capital of that value ” 

He also says^ — An effect of this latter character naturally 
attends some extensions of Credit, especially Avlien taking the 
form of Bank Notes, or other iiistrmueiits of Exchange. The 
additional Bank Notes [/>., (h'edit] are in ordinary course first ■ 
issued to producers and dealers, to be em[)Ioyed as Capital 

1 Lectures on roUtical Lkomtnvt, pp. 114, 4H, 415, 420 
Trine, of Pul. Mcun,, 13k. II., ch. 12, § 5 • 

3 Princ, of PoL Ecori., Bk. III., c. 2, §1 
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These are the doctrines which we have fully exempliiiod in 
the operations of the Casli Credits of the Scotcli Banks. The 
whole of the agricultural improvements, Canals, Docks, Harbors, 
Railways, and Public Buildings, were constructed by laborers : 
and whence was the Fund provided which furnished their Wages? 
Simply from the Banks issuing their £1 Notes 

And yet it is the very same Mill who sneers at the imbecility 
and the confused ideas of tliose who say that Credit may be used 
as Capital ! 

“Credit,'^ he says,* has a great, but not, jis many people seem 
to suppose, a magical power : it cannot make something out of 
nothing. How oftm is an exlension of Credit talked of as equiva- 
lent to a creation of Capital^ or as if Credit actiiaUu were 
Capital!^* 

Mill says^ — “ Since, tluirefore, the rate of Usages which results 
from competition distributes the whole Wages Fund among the 
whole laboring population ” 

Mill lays it down as a fundanumtal proposition that Induslry 
is limited, by Capital^ But what intelligible UK^aning can be 
given to this expression, unless we first distinctly define what 
Capital is ? • 

All tlie writers wdio support the Wages Fund Theory ailirm 
that it consists of Ca])ital, which they say is only the accumula- 
tion of the savings of the They maintain that it is only 

increased capital that can lead to the increased employment of 
labor, anA that that increased Capital can only arise from the 
increased savings of labour 

Mill also says that Credit is not ProdiKjtive Power : and that 
the Productive Funds of the country are not increased by Credit: 
in flat contradiction to his express statements in the preceding 
paragraphs 

As a matter of fact, Credit forms at least 1)1) per cent, of the 
Productive Capital of the country 

• Thus we see at every turn in Economics the indispensable 
necessity of establishing clear and distinct Concepts and Delini- 
tions of Wealth, Credit, Capital, &c. Modern Commerce is 

. 1 Pfinc. of Pol, Econ.y Bk. III., ch. 2, § 1 
Princ. of Pol. Econ.^ Bk. II., ch. 12 
VOL. II., PART 1 


T 
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Utterly iiiiiiit(illij;ilile nnless Credit is included under the term 
Capital : and the docti'ine that Industry is limited by Capital is 
utterly false, if Capital be restricted only to Money, the realised 
Siivinj^s (if fclit; jmst 

'I’he Wattes Fuml consists of Money together with Credit — 
the realised pn.lits of the jiast, together with the expeeted profits 
of the future : as we have over and over again set forth — Every 
ftiliire profU lins a Present Value — and that Present Value may 
bo brought into eoinineree and made Ca[)ital of as part of the 
AVages Fund, exactly in the same way as Money, the accumulation 
of the past 

Oh John EliKirl Mill's hoHoh.s oh Banking and Currency 

28. lb ivin<^ now <;ivcii iui exposition of the actual mechanism 
and K(3onomical ('Ifects of TJankiiijr, we are constrained to con- 
triisl them witli (he d<»g*mas of Jolin tStuurb Mill, not from any 
love of (.‘ontrovc'i’sy, which we cordially dislike, but simply 
beciuise Mill’s work is the one which is still usually put into the 
hands of unfortunate stuckuits of Kconomitjs 

]Mill says^ — “ f’urthcr consideration showed that the uses of 
lyioney ai'c in no respect promoted by increasing the quantity 
which exists and circulates i!i a country : the service which it 
performs hein,t( as well rendered by a small as by a liyge aggre- 
gate amount ” 

This certainly is somewhat startling doctrine, ff only *a. 
certain amount of work could be done there would Ce something 
true in it. Ihit in almost all countries is it not possible to 
develope new* works and new industry by introducing new 
Capital ? According to this dogma, the introduction of new 
Capital into a country can do it no service. But do not facts 
everywhere rise up in contradiction to such a dogma ? It is usually 
supposed that the very thing wdiich poor countries want is the 
introduction of new Capital. Of course, if the introduction o£ 
new Capital can do no good, the withdrawal of Capital can do 
no harm 

• How could the colossal Commerce of England be carried on 

1 Preliminary Remarks p, 4. 
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without the thonsaiuls of millions of Orodib in the form of Bills 
of Exchange, Bank Credits, and Trade Credits ? Does any sane 
man suppose that the present commerce of England could be 
carried on if all the forms of (h*edib, which every Economist of 
repute knows perfectly is ccpiivalent to an augmentation of so 
much money, were annihilated, and nothing ])uL the paltiy 
amount of gold and silver left ? 

Has not the prodigious iu(;rease of the Wealth of Scotland 
during the la§t 150 years been mainly due lo the (•ash Credits of 
the .Scotch Banks ? And tlu^ stime is true in a lesser degree of 
Ireland. Have not most of the Indian Itailways been constructed 
mainly by the supplies of British (hipital poured into the country? 
Is not every country in the world clamoring for British (Capital? 
Even in the United Sbat(‘s have nob vast amonnls of enterprise 
been developed by British (Ai[)ital ? If the Scottish system of 
Banking could be gradually and cautiously introduced into India, 
it would give a prodigious stimulus to the Wealth of India : and 
perhaps even render her inde})endeut of Ihatish (hipital 

Mill again says^ — “ Another of the fallacies from which the 
advocates of an iucoiivertible Papei* Currency diu’ive snppoi’t, 
is the notion that an increase of the Currem'y (piiekens industry. 
The idea was set afloat by Hume in his essay on Money, and has 
had many devoted adherents siiK^e 

Have not the prodigious creations of (h’edit quiclcened 
iijdustry 

Any one ,who had the least experience of practical husiiK^ss, 
and will study the practical elfcets of Banking, knows tliat it is 
no fallacy at all that an increase of Capital, either by the intro- 
duction of fresh Money or by tlui creation of Credit within 
legitimate limits, quickens industry. But of course this does 
not mean Credit without limit : but Credit created within certain 
strictly defined scientific limits 

Mill’s dogmas would certainly not meet Avith acceptance from 
Btatesmen or from practical men of business 

Mill further says^ — ‘‘A banker’s profession being that of a 
Money Lender, his issue of Notes is simply an Kvfo/tsio/i of his 
ordinary occupation ” 

1 Bk, III., ch. 13, § 6 


* Bk. III., ch 22, § 2 
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We have shown that it is a total misconception of the nature 
of the husiiiess of Hankin<»* to say that it consists in Lending^ 
Money. The business of a banker consists in buying Money and 
Debts by creating other Debts, which may exceed several times 
the. amount of (^ish he iiolds, which may be circulated either by 
nuiaiis of Notes or Che(pies : and are cquivaleut in all respects to 
the crt 3 atioii of an ecjual amount of Money 

Issuing IJaiik NoU'S, tlierefore, is not an (\deimoii of a banker’s 
ordinary business. It is the very essence of his business. For- 
merly baiddng was delined to consist in issuing Notes. In the 
})i(*sent (lay Ch(3(|ues have to an immense ext(uitsup(irseded Notes. 
^J’lie V(;ry essence of Hanking is to ercMite (h’edit : and whether 
these (h'edits are eircuIaUal by means of Notes or CluapTes in no 
wny alters the nature of Banking : hut is a pure matter of con- 
venience 

Mill then says^ — “ But if the Paptu' Currency is convertible, 
Coin may still be obtained from the issuers in exchange for Notes. 
Jill (ulililional Noles, Ihorefurv, trhkh nn aUempfod to he forced 
inlo clrculalion after the metata have, been cimpleteUj superseded, 
a' ill ret am upon the i.ssaers in ewchanpe for coin ” 

lie also says-’ — “ When metallic money liad boon entirely 
siipersiuled and expelled from circulation by the substitution of an 
(M|nal amount of Bank Notes, any attempt to keep a still further 
(jiiauiity of Papm* iii circulation )nnst, if the Notes l)e convertible, 
be a complete failure. The metals would, as before, be required 
for export iitioii, and would, for that purpose, be demanded from 
the Banks to the lid! extent of tlie supertiuous Notes, which thus 
could not possibly remain in circulation” 

The i)rep(5stci’()us folly of these dogmas is shown by the fact 
tliat when the Bank of Scotland was founded, although it was the 
only Bank in Scotland, upon a deposit of £10,000 in money by 
its shareholders, it was able to maiiitaiii £50,000 of its Notes in 
circulation, which .Tolm Law justly says was equivalent to an 
augmentation of the money of the country 

At the present day the Eiiglisli Joint Stock Banks usually 
keep a reserve of about one-tenth in cash to support the circula- 
tion of their Credits : and they have about £800,000,000 of 
Deposits or Bank Credits 

1 Bk. II., di. 13, § 1 


2 Bk. III., ch. 22, § 3 
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But in Scotland, '^liere the Rvstein of (h^edit i.s more perfectly 
and higlily organised than in England, the Bankers only lind it 
necessary to keep cash to the one twcnly-sceond part of their 
Credits in various forms. Upon a reserve in cash of about 
^£4-, 500, 000 they maintain in circulation Credits not far short of 
£100,000,000 

According to IMill’s dogmas, sue!) a state of things would be 
impossible : but all the Credit created in ex(X‘ss of thci (kisli held 
would at once return upon the Banks for )>ayment ! Tin's shows 
the folly of *men writing books and setting tlunnsel vf‘s up as a 
guide upon matters of which they do not takt* Mie least ])ains to 
inform themselves 

Mill then says* — “The substitution ot‘ Pa]'>or for 'Metallic 
Currency is a national gain : //u// furfhor hicreaxo of Papvr 
hpyond this is a form of Uohhprif ! 

“ An issue of A^ot(iS is a manifest gain to the issuers, who, 
until the Notes are returned for paynumt, obtain tlie use of tluun 
as if they W(jre real Capital, (rnd so lony as tho Noios aro no 
pprmanent addition to the Ctirrovrfp but mei’cly supersede gold or 
silver to the sjunc^aiuount, the gain of the issuers is a loss to no 
one : it is obtained by saving to tlie community tlui (‘xpense of 
the more costly material. But if there am no gold and silver to 
be superseded — if the Notes are added i,o tlui (hirremry, instead 
of beiip^ substituted for the metallic portion of it — all holders of 
Currency lose by the depreciation of its value the (‘xact ecjuivalent 
of what the issuers gain” 

Now hoAV is it povssible for a bankei* to make a profit by 
issuing Notes if he is obliged to keep an exactly^ equal quantity 
of gold ? PTo^v, on such a system, is the community saved the 
cost of the more costly material ? No Bank ever c()ustructed on 
this principle ever did, or by any jmssibility could, make profits 

Now Mill asserts that for a Banker to create Credit in excess 
of the Cash he holds is Robbery ! 

But all profits in Banking are made by creating (Jredit in 
excess of Cash 

Therefore, all profits made in Banking are Robbery ! ! 
iBk. III., ch. 13, ^ 5 
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Certainly ^lill is an Economist who ought to be very popular 
among bankers 

r>ut if it is Ro])I)erv for biuikers to create Credit in excess of 
the gold they liold, it must be equally robbery for merchants to 
create Credit in excess of the gold they hold 

Now merchajits create Credit, not because they have gold at 
the time they er(*ate it : but because tl)oy expect to be in posses- 
sion of gold, oi‘ its equivalent, at the time the bill falls duo 

We have shown that John Law, Say, Hamilton, Gilbart, and 
all jx'i’sons praetieally conversant with the mechanism of banking, 
declare that if a Lank can maintain in circulation a quantity of 
Ci*(‘dit ill (‘X(H!ss of the Cash it holds, that is for all practical 
]Mii'|)oses, an aiigmentalioii of tlu^ Capital of the country 

Hut lAfill declares Unit it is Robbery! 

Such is tile beautilul luirmouy of doctrinonmongEconomists I 

AVo have now ])nrsued our distasteful task sullicieiitly far to 
show what an uiitrustwovtliy guide Mill is on all matters relating 
to Banking and the Currency, ff we had chosen, we could have 
shown his iiieonsistcucies and self-con trad ictiouK at much greater 
length : but that would ljav(.! been far too great a tax upon the 
patience ot our readers : and what ive have show’ll is amply 
sullioiont for our purpose 



ON THE FOREIGN EXCHANGES 


657 


CHAPTER X 

ON THE FOREIGN EXCHAN(iES 
Dofinition of an Exchange 

1. An '‘Exchange” in comuKTce is wIkui a person pays a 
Debt he owes to a Creditor by transferring to him a Debt due to 
him from some one else 

It is a Delogatio : or one form of a Novttfio 
Thus where a person pays his Creditor by a Ihink Note or by 
a Cheque on his banker : or by drawing a Bill of Exchange on 
another person : it is an “ Exchange ” 

Tw’o passengers are travelling in an omni1)Hs. The fare is 
sixpence, one passenger pays the conductor a shilling. The con- 
ductor is then indebted to that passenger in sixpence. Another 
passenger has a sixpence in his hand ready to pay Ids fare, ^riic 
conductor by a nod tells him to give the sixpence to the first 
passenger. By this operation both Debts are paid. The Debt 
of the conductor to the first passtmger : and the Debt of the 
second passenger to the conductor: arci paid by one oj)eration.* 
The whole transaction is an “Exchange” 

• Oufc^of these tiny germs is developed the wdiole vast and 
complicated system of the Foreign Exchanges 

Three parties and two Debts are thus necessary to an 

“ Exchange ” 

The “ Exchanges ” is that branch of Commerce which treats 
of the remission and settlement of Debts between parties living 
in different places either within or beyond the limits of the same 
country : and of the Exchange of the Money of one country for 
^ that of another 

The State of the Exchanges between any two places or 
countries depends upon two distinct things — 

1. The State of the Moneys of the two places 
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-i. Tlie State of tlic Commercial dealings between the two 
places 

The State of tlie Exchanges which depends on the state of the 
Moneys of the two ])la(M*s is called the Nominal Exchange 

Tlie State of the Exchani^es tvhich depends on the state of 
Ooiniiiercial dealings h(?tween the two places is called the Real, 
or the Commercial Exchange 

On the Nominal Exchange 

2. For the due understanding of the Exchanges, we may 
refer oiir iviidi'rs ha(;k to the fundamental princijdes of Bullion 
and (V)in in a previous (chapter 

Snpjiose that the (kiinages of twx) countries are made of the 
same Metal, and th(‘ (Viinage of one country is taken as tlie 
standard: then the Quantity of the Coin of the other country, 
wliich contains exactly the same Quantity of pure Metal is called 
the Par of Exchange hetween tin' two countries 

Sn[i[)os(i dial. lli(‘ Excliaiiges hetwa^cn England and France were 
estimated in Cold, d'heve is as near ns possible one-fonrth more 
pure Cold in an English sovereign than in a* French 2()-franc 
piece 

ff the English sovcu’oign were taken as the standard, it w’ould 
•be equal to I’^o of a 2()-franc piece: and l'2ri W’ould be the 
par of Exchange' htitween England and France 

The hk\ehang(*s lictween England and France are, however, not' 
estimated in gold, hut in Silver. Moreover the English Sovereign 
is not exactly {"Jn of a 20-franc gold piece. Accordingly 25*21 
was usually considered as the Par of Exchange between England 
and France when Cold was fixed at the ratio of 1 to 15i to Silver : 
which ratio is now only maintained by the French Mint being 
closed to the free coinage of Silver for the public 

There cmi be no Fixed Par of Exchange between Gomiirm 
v)hkh nt<e Different Metals as their Legal Standard 

3. There can only be a Real Par of Exchange between 
countries when tliey use the Same Metal as their Legal Standard. 
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There can be no fixed Par of Exchange between countries 
which use diftereiit Metals, such as Gold and Silver, for 
their Legal Standard. The relative ^larket Valium of the 

two metals is constantly varying from (anises ontii'ely beyond 
the control of any Law. It has already been shown that 
the Value of the Coins when issued in iinliinited (|iiantities 
strictly follows the Market Value of the metals. It is no 
more possible to have a fixed price of one in tc'rms of the 
otlier, than to have a fixed legal price of coiai or m(;at 
or any otht?r commodity. If there is to he a fix(‘(l price of 
one in terms of the other, the coin whose value is to bo fixed 
must be strictly limited in (juantitv. Thus at the j)resent time 
in France five-franc pieces are maintained at tlu' ratio of I hi to 
1 to gold, because the French mints are closed to the; fi*ee c.oinage 
of silver. If silver were (joined in Fraiu'c in unlimited quantities, 
the value of Ihe five-franc pieces woidd fall to the ratio of about 
35 to 1 to gold. So in England the value of shillings is main- 
tained by strictly limiting their (piantity. The artificitil value of 
shillings to gold is 20 to 1 : but if shillings w(‘ro frec'ly lioined 
their value would be about 38 or 40 to 1 to gold. So the Indian 
Government has nscently closed its mints to tin* coinage of silver, 
to prevent the further fall in the value of the ru])ee. Every 
Government which uscjs gold as the JiCgal Standard and silver 
coins as subsidiary, allows gold to be coitHuI in unlimited quan- 
tities, but restrains the issue of silver within its own discreti(m 
* In f797, when the Bank of England sto])ped })ayment, the 
House of Lords apj)ointcd a Committee to investigate the subj(.'ct. 
The Committee, among other things, wished to ascertain the Par 
of Exchange between London and Hamburg, amj tlu^v examined 
several merchants upon the question. Bui the mcrehajits Avere 
quite unable to agree among th(;niselves what the true Par of 
Exchange between the two places was : and the (k)inmittce 
reported that they were unable to come to a satis lactoiy conclu- 
sion on the point 

There cannot in the nature of things, be any true or fixed 
Par of Exchange between England and any country which uses 
a vSilver Standard. It is only possible to say that such is. the 
usual Rale of Exchange between them. Hence, when it is said 
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that 25*21 fraiu'S is the Par of Exchange between England and 
France, it only means that such was reckoned as the usual Rate 
of Exchange between them, before tlie recent great disturbance 
in the relntive value of tlie two metals. And even the best 
authorities dineved by several centimes. And between such 
countrii's ii is sometimes impossible to decide certainly wdiich 
way the Exehaiige is, unless the diU’erencc exceeds a certain 
amount 


On Effects of n Depreciated Coinage on ike Exchanges 

4 . Coins may circulate in their own country at their full 
nominal valm* aflcr I hey have lost a good deal of their legal 
weight hy weai’ and tear, because ])crsons in general are nob very 
rigorous in weighing ev(‘ry (■oin they receive 

Hub when they are e^xehaiiged for Bullion, or for the Coins of 
a foreign connlry, they are always w(dghed and exchanged 
weight for w(‘iglit. If, therefore, for any reason whatever, the 
English Coins hav(^ l)ccome degraded, worn, or clipped, and so 
lost their pro])or weight, they will evidently not buy so much 
Bullion or full -weighted francs, as if they were of their full 
weight 

If English sovereigns were in this depreciated state they 
might perliai)s only purchase 24 francs instead of 25*21 francs. 
This would he called a Fall in the Foreign Exchanges 

Or if an English merchant were obliged to pay a Debt of 
2,521 fraiu‘s in Paris be would have to give more than £100 to 
purchase tlaan. This would be called a Rise in the Foreign 
Exchanges : anil the Exchange w'ould he said to be so much 
Against Enghiiul by the amount of the difference 

When English Coin is used to purchase French Coin, it may 
be looked at in two points of view — 

1. A Fixed amount of English Coin may be used to purchase 
an Uncertain amount of French Coin 

2. An Uncertain amount of English Coin may be used to 
purchase a Fixed amount of French Coin 
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In the first point of view a Fixed amount of depreciated 
English Coin will buy a Less amount of French Coin 

In the second point of view it will require a Greater amount 
of depreciated English Coin to purchase a Fixed amount of 
French Coin 

Hence ivhm a Deprccidted Coinage is said to produce a Fall in 
the Foreign Exchanges^ it means that a Fixed amount of English 
Coin will purchase a Less amount of Foreign Coin 

When a Depreciated Coinage is said to produce a- Rise i/i the 
Foreign Exehanges^ it means that it requires a Greater amount of 
English Coin to purchase, a. Fixed amount of Foreign Coin 

A clear understanding of these exj)ressions will pi’(‘.vent any 
confusion arising, when they arc used indiscriminately, as they 
often are, in discussions on the Exclianges. They are not 
contradictory, as they might appear to l)o : tln^y only refer to 
two different methods of estimating the (\)inage 

It is evident tliat the adverse state of the Exchanges will con- 
tinue so long as the Depreciation of tlie Coinage exists: and tliat 
a restoration of the Home Coinage to its proper state will at once 
rectify the FiXchanges 

It is also evid^.int tliat a Depreciation of tlie Coinage by a 
Debasement of its Purity will produce exactly tlie same effects : 
because in all cases it is the quantity of pure metal which is 
regarded : and this is equally diminished by a degraded state of 
the Coinage, or by a Debasement of its purity 
• • 

If the Coinage is in a Depreciated Stale , to determine ivhether 
the Exchange is Favorable, at Par, or Adverse 

6 . When the English Coinage is at its full legal weight, 
£100 in sovereigns will purchase 2,521 French silver francs 

Suppose that the Coinage became Depreciated, so that the 
Market Price of Bullion rises to £4 os. 

Then the Market Price of £100 of full weighted Coin is £106 

"Us. l\d. 

Suppose that the Exchange on Paris is 28’8.0 : or that £10() 
of the current coin will purchase 2,380 francs : then £106 11.S‘. 
will purchase 2,636*63 francs 
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But as the Par at tlie ]\Iiiit Price is 2,521 francs : it is evident 
that tlie Difference between 2,521 francs and 2,53rj'63 francs : or 
15-C3 francs : is the extent to which the Ileal Exchange is in 
fiivor of Kni::lan(l 

It is iiho onsy to soo liow nuioh the exchange is depressed. 
Becaii.so £100 ought to purchase francs: whereas they 

will only pnrcluise i\:hS0 francs. Consequently the Exchange is 
depressed by 20r>*08 francs: or the 100 sovereigns arc deficient 
by that amount of their legal weight : and this will be found 
to tally with tlie ilise of their Market J'rice above their Mint 
Ih’ice ' 

/Irni'p a Depreciated Coinage inrrs.sarilf/ prodnrps a Rise of 
thv Markd Pi ic(' of Bullion abora the Mint Price : and a Fall in. the 
Foreiffn B.rrhanijPii below Par 

llecause it will I'cquire a Greater amount of the Ourrent Coin 
to buy a Fixed amount of Eullion : and a. Fixed amount of the 
(hirriMit Coin will buy a Less amount of Foreign Coin 

Tims a Rise in tlie Market Price of Bullion above the Mint 
Price : ami a Fall of tlic Fonhgn Ex(‘,hang’es below Par ; Proves 
ami Measures the Depreciation of the English Coinage 

Hence W(^ have the following Pules — 

1. Find the Mitrhet Price of Ihdlioit in London compared to 

the Mint Price « 

2. Mnlfiphf the Market Price so found bij the Rate of 
Exchamje 

Then the Ex(;hang(‘ is Favorable, at Par, or Adverse : 
according as the result is Above, At, or Below Par 

And the Depression of the E.xchange, caused by the Deprecia- 
tion ol the (\)inage, is the Difierence between the Sum so 
expri'ssed in the Mint and Market Prices, multiplied by the Rate 
of Exchange 

In the excellent state in which our Coinage now is, the ques- 
tion of the ^^oininal Exchange is of little importance. But it is 
impossible to niiderstand the history of the Currency without it : 
and it is essential with regard to all Foreign Countries which use 
an Inconvertible and Depreciated Paper Money 
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On the Real or Commercial Exchange 

6. We have now to explain the mechanism of the Real or 
the Commercial Exchange 

Suppose that A in London is Creditor to B, and Debtor to 
both in Edinburgh, in equal amounts 

Then to settle these Debts it would be necessary for 1^ in 
Edinburgh to send the money to A in London : and for A. in 
London to^eud an equal amount of money to B^ in Edinburgh. 
I'liis would re(|uire two transmissions of money between London 
and Edinburgh at some expense 

The business may be settled much more easily and clieaply if 
A in London sends to B‘ his Creditor in Edinburgh an Order for 
the money upon B his Debtor in Edinburgh. By this means 
both Debts are* settled and discharged by B paying over to B‘ the 
money he owes to A. That is by the simple transfer of the 
money li'om B to B^ in the same place ; instead of by two trans- 
missions of money between London and Edinburgh. This order 
is termed a Bill of Exchange : and the operation is exactly similar 
to a person })ayi«g his Creditor by a Cheque on his banker, or the 
case of the passengers in the omnibus described above 

Thus an “ Exchange,” or a Delegation, requires at least three 
parties and two Debts 

On an Exchange ivith Four Parties 

7 . The above is the simplest form of an Exchange. But the 
course of trade gives rise to much more complicated transactions. 

In the above case A fulfils two characters or (icrsonm: he is 
Creditor to one party and Debtor to another in Tidinburgh 

But in the “ Exchanges’" it more usually happens that there 
are four parties 

Suppose that A in London is Creditor to B in Edinburgh : 
and that BMu Edinburgh is Creditor to A^ in liondon 

Then to settle these Debts two transmissions of money between 
London and Edinburgh are necessary 

But suppose that A^ in London goes to A and pays him the 
money he owes to B^ in Edinburgh : and buys from him the Debt 
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he has aii'aiiist B in Bclinburs^h. I To Llicii sends tliis order to his 
own Creditor B^ in Kdin])iirgli : then B^ presents the order to B : 
and receives from him the money ho owes to Ah By tliis means 
both these Debts arc settled by a local transfer in London and in 
Edin])uri,di : and Die expense of the transmissions of money 
bctwe(*n lliese jilaees is saved 

Wlien tlie sum totjd of tlie Debts between London and Edin- 
bnr^di nrc exnctly (‘qmd, they may all he paid and discharged by 
means of these “ f]xchanges,” JS'^ovations, or Delegations, or local 
transr(‘rs, witliout the aid of a single coin 

The Exelianges are then said to be at Par 


On Ike Time Par of Exchange 

8 . Suppose, liowever, that the Debts between London and 
Rdinlmrgli are not e(iual : and that Edinburgh has to send more 
money to London than it has to receive from liondon. Then the 
Demand for Bills is greater tlian the Supply 

But as it is cheaper to send a Bill than the money : those who 
are bound to send IMoney will bid against each other for the Bills 
in the market, as for any other merchandise : and the Price of 
Bills will rise : or a Premium will have to be paid for a Bill on 
London 

Thus wluui Bills ai'c at a Premium on any place, it shows 
that the k]x(;lianges at that jilacc are adverse ^ 

Loudon is the gi-eat centre of Commerce : it is the seat of 
Government, to which tlie revenue is remitted from all parts of 
the country. The great families from all parts of the country go 
to reside tliere : aiid their revenues must be remitted to them there. 
Hence tlien‘. is always a much greater amount of ]Money seeking 
to flow to Tiomlou from the. country, than the contrary. Conse- 
quently tlic Dtmuiiid for Bills on Loudon in the country is always 
greater tlian the supply ; and therefore Inland Bills on London 
are always at a Premium 

This Premium is computed by Time. It is an essential part 
of the business of a banker to give these Bills. Within a com- 
paratively recent time, a Bill on London at sight was charged 40 
days interest in Ldinburgh. But since the introduction of 
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railways, this has been reduced to 4 days. If a person in 
Edinburgh wants a Bill at sight on London, he has to pay Ls*. 
per cent : or four days’ interest 

This is termed the Time Par of Exchange betvvecui Edinburgh 
and London. There is a similar Premium or Time Par of 
Exchange between all other towns in the country and London. 
This is termed Inland Exchange 

It appears from this that when in any place tlu* Demand for 
Bills on any other place is greater than the Supply, and, thcre- 
l^fore, when BilU rise to a premixmiy tlie I^lxchanges are Adverse to 
the first place ; because it has more IMoiiey to pay than to 
receive 

But when the Supply of Bills is greater than the Demand, 
the reverse takes place : Bills fall to (t Discount : and blie Exchange 
is favorable to the first place : because it has more .Money to 
receive than to pay 

Jt must be observed, however, that the interests of Buyers 
and Sellers of Bills a]*e opposite : if the Exchange is unfavorable 
to the Buyers of Bills, or those win.) wish to send jMoiujy : it is 
equally favorable to the Sellers of Bills : or those who have to 
receive Money 

Buyers of Bills are also termed Remitters : and Sellers of 
Bills are also termed Drawers 


On Foreign Exchange 

9. The principles of Foreign Exchange arc exactly the same 
as those of Inland Exchange. But tliei’o is very considerably 
more complication in the details : ])ecause difierent nations use 
different Metals as their legal standard : and different Coinages 
In Exchange between two foreign places and of din'erent 
Moneys, the Money of one place is always taken as Fixed : and 
the Exchange is always reckoned in the Variable Quantity of the 
Money of the other place which is given for it 

The former is termed the Fixed, or Certain, Price : and the 
latter the Variable, or Uncertain, Price 

When any place is taken as the centre, if the Money of the 
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place is the Fixed Price, it is said to Receive the Variable 
Price 

But when the .Money of tlie place is the Variable Price it is 
said to Give the Variable Price 

The Foreign FxcJianges are euoniiously complicated, because 
every centre of Exchange Receives the’Variable Price from some 
places : and Gives the Variable Price to others 

Between London and Paris the £ is the Fixed Price : and 
the Exclian,i:(.‘ is reckoned in the variable amount of francs and 
centinios ,i,dven for it 

On the contrary, between London and Spain tlie Dollar is the 
Fixed Jh'ice : and tlie Exchange is reckoned in the variable 
number of Pence given for it 

Thus London receives from Paris so many francs and centimes 
for the £1 : on the contrary, London gives to Spain so many 
pence for tiic dollar 

In the (piotations of tlie Bates of Exchange it is usual to 
omit the Fixed Pi iee : and to state only the Variable ])rice : and 
then that sum is termed the Rate or Course of Exchange 

London Receives the Variable Price from Amsterdam, 
Austria, Belgium, France, Lermany, Italy, and >S\vitzerland . 

London Gives the Variable Price to Calcutta, Gibraltar, 
Lisbon, New York, llio Janeiro, KSt. Petersburg, and Spain 


Oa I he Effects of I he Ed'changes leiuy Favorable or Adverse 
io London 

10. As a General Itule, when the Exchanges are Favorable 
to London, loreign Bills fall to a Discount, because London has 
more IMoney to receive than to pay 

V hen the Exchanges are Adverse to London, Foreign Bills 
rise to a Premium, because Loudon has more Money to pay than 
to receive 

Lut in consequence of the Opposite inodes of reckoning the 
Exchanges in London on different countries, the very same effects 
will have to be expressed in Opposite terms, according as Loudon 
Receives or Gives the Variable Price 
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Exchange hettveen London and Places from ivhich it Receives 
the Variable Price 

11. If the Exchange of London on Paris is favorable to 
London, and, therefore, the supply of Bills greater than the 
Demand, Bills fall to a Discount : and consequently the Kate of 
Exchange will rise above Par : that is £1 will purchase More 
francs and centimes than the Par 

But if the Exchange is against London : the Demand for 
Bills is greater than the Supply : and Iblls will rise to a 
Premium : and therefore £1 will purchase Fewer francs and 
centimes : and the Exchange will fall below par 

And the same is true with respect to all other places from 
which London Receives the Variable price 

Exchange between London and Places to tvhich London 
Gives the Variable Price 

12. But of course the contrary takes place between London 
and all Places to which it Gives the Variable price 

Thus betweefi London and Spain, when Exchange is 
favorable to London, she will give Fewer pence to purchase 
the Dollar : or the Exchange will fall below Par 

If the Exchange between London and Spain is against 
London, Bills rise to a premium : and London must Give more 
‘pence fo purchase the Dollar: or the Exchange will rise 
above Par * 

And the same is manifestly true with respect to all places to 
which London Gives the Variable price ^ 

Hence when the Kate of Exchange between London and any 
other Place varies from Par : in order to determine whether the 
Exchange is Favorable or Adverse : it is always necessary to 
consider whether London Gives the Variable price to, or Receives 
the Variable price from, that place 

The general principle of course is always true : when the 
Exchange is favorable to London, Bills in London or other 
places fall to a Discount : when the Exchange is adverse to 
London, Bills on other places rise to a Premium ; but as 
VOL. II., PART 1 V 



6fi8 


THEORY OF CREDIT 


[chap. X 


Tiondon Gives tlie Variable prices fco some places, and receives it 
from others, the same Real State of the Exchanges requires 
0]»posite expressions in these Opposite cases. But it is exactly 
the same with every centre of Exchanges : they each Give the 
Variable pricHi to some places, and Receive it from others. Hence 
the calculation of the Pkchanges is a matter of the most 
extreme compU;xity : and requires no little of the genius of the 
calculating boy 

On flw Limits of the Variations of the Exchanges 

13. AVhen the Debts to be exchanged between any two 
plac(‘S are equal, the Dcunand and Hup[)Iy of Bills at each place 
is exactly equal : and the Exchanges are at Par : because there is 
no ]\lon(‘y to be remitted from either side 

Put if one })laco has to send more money than it has to 
receive, the Demand for Bills will cause them to rise to a 
Premium 

It is the duty of the Debtor to place the money on the spot 
where the Debt is due, at his own risk and expense. Conse- 
quently, as it is chea])er to send a Bill by post than to send the 
cash with all tlie expenses of freight and insurance to pay, he 
would rather give a little more than the nominal value of the Bill, 
in order to save the <‘Xpcnsc of sending the specie 

But he. will not give more than the cost of sending the specie : 
beeauKse if the ]>rico of the Bills were higlicr than that it would 
be clieapiu- to send the specie itself 

Hence the cost of sending the specie is a Superior Limit to 
the variations the Real Exchange 

But the I’cverse case may also happen, the Supply of Bills in 
London on T^iris may exceed the demand. In that case London 
has more money to receive than to pay. The Price of Bills will 
consetiuently fall below Par. But for the same reason, the cost 
of transmitting specie will be an Inferior Limit, below which the . 
Price will not fall 

Hence the Limits of the Variations of the Exchanges are 
confined to Twice the cost of sending Specie between the two 
places 
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The Limits of the Variations of the Exchanges between two 
places are termed Specie Points : because wlien the Rates of 
Exchange have a tendency to exceed them, Specie inny be 
expected to how in or out as the case may be 

It must be observed, however, that these Liinit-s of the Varia- 
tions of the Exchanges only apply to Rills ])ayable at once, and 
to considerable periods. Daring short j)erio(]s, and for IRlIs 
which have some time to run, the fluctuations of the Excliaugc 
may, from a^ variety of causes, greatly exceial these In' in its 

0)t Inconvertible Paper Money 

14 . The above considerations affect Coinages of Gold and 
Silver. Rut in modern times a lunv species of Moncjy has come 
into use: and nearly every country has bad recourse to it in 
times of public difficulty — and that is Paper Money 

While Paper is convertibh; — /.c., while the hohhu’ of it can 
compel the issuer to give Gold for it on demand — it is evident 
that it cannot circulate at a discount : because if it fell to a dis- 
count the holders would at once go and demand Gold for it 

In quiet and ordinary times a Rank can keep in circulation 
several times the amount of the specie it is obliged to retain in 
Notes or Bank Credits. As has becai shown, banking profits can 
only be ru^de by creating and issuing Credit in excess of Specie. 
And as long as there is public confidence that the issues can 
redeem this Credit on demand, the Credit circulates and produces 
in all respects identically the same effects as an equal amount of 
Gold 

Rut suppose that some great calamity happem^ such as a (ear 
of invasion, this confidence will vanish, and numerous persons 
would demand payment of tlicir Credits in Gold 

Under the circumstances, and with the enormous masses of 
Paper in circulation in modern times, every country in Europe 
,has been obliged to suspend payments in cash : and to give an 
artificial value to the Paper by receiving it in jiayment of taxes, 
&c., at its nominal value iti specie : and to make it legal tender 
When this is done I’aper Money becomes in all respects 
equivalent to a New Standard : just as much as Gold and Silver : 

u 2 
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and its Yalue is affected by exactly the same principles as affect 
the Value of Gold and Silver 

Under the old system of attempting to fix the value of Gold 
relatively to Silver, there was no power of convertibility of one 
metal into the other: similar to the convertibility of the Bank 
Note. If Silver fell to a discount as compared with Gold, no one 
could demand as a right to have his Silver exchanged for Gold. 
Coiise([uently, the inevitable result of a considerable change in 
Quantity or the Demand for either metal was a change in their 
relative Value. In 1794 Gold rose to 84.s*., if purchased with 
surer Bullion : but if the Silver coin had been convertible into 
Gold, like a Bank Note, this difference could never have arisen : 
any more than a Bank Note convertible into Coin, can circulate 
at a discount as compared with Coin 

Now Paper IMoney, when issued as a substantive Coinage, 
follows exactly the same rules. If only the usual Quantity of it 
be issued — /.<?., no greater Quantity than would have been issued 
if it were convertible into Gold — it will continue to circulate at 
its Par value. But if these issues be increased in quantity : and 
if thii natural corrective of excessive issues be hpven away, namely 
— Payment in cash on demand — exactly the same result follows 
as attends a greatly increased (juantity of Silver : and it falls to 
a Discount 


Lord King’s Law of Paper Money 

15 , When cither of two Metals used as a Coinage becomes 
greatly incrensed in quantity, it becomes Diminished in Value as 
compared with<,he other : and if Gold and Silver, not being con- 
vertible, are compelled by Jjaw to circulate at a fixed ratio : in 
virtue of Gresham’s l^aw, the one which is underrated invariably 
disappears from circulation : it is either hoarded or it is exported 
to foreign countries : where it may exchange for its true value 
When one metal diminishes in Value with respect to the-, 
other it is not Dejireciaiion : because it has a general Value in 
the market of the world. But when Paper is used which has no 
general Value in the market of the world : but merely a local 
Value : and it becomes excessive, it cannot be exported ; because 
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ib has only a local, and not a sj^encral, Value. It falls to a dis- 
count as compared with ('oin : or Coin is saitl to rise to a 
premium: and in this case it is Depreciation: because it pro- 
fesses to be equal in value to Coin : and ib is not so 

If ib is attempted to maintain a fixed ratio between Paper 
Money and Coin after the Paper has fallen to a Discount : 
exactly tlie saim*, I’csulb follows as takes placci when Coin of 
inferior Value is attempted to be imule to circulate at par with 
Coin of snj)erior Value. The underrated (Join is a, 11 hoarded or 
exported: iC entirely disappears from circulation, and nothin, 
but Paper remains. As the quantity of Paper increases, it falls 
in Value : all Prices rise : the Foreign Exchanges fall : and all 
the Foreign Trade of the country is dcuauiged 

A few years after the Ihink of England susjieudod Cash 
Payments in 171)7, the Price of Pnllion rose, and the Foixugn 
Exchanges fell : deranging the whole c.ourse of tlie t'orcegii 
Trade. Some able writ(u*s, the most (a)ns})i(aions of whom was 
Lord King, malntaiiuid that this was due to the I)e[)ro(;iation of 
the Bank Xotc. Strong interests contested this doebrine. Tlie 
Bank contested it, because it found it proiitable to issue as much 
Paper as possible : niercluirits coiibi'sted ib because they W(irc 
afraid that their accommodation would he restrieted. After a 
short time the value of the Bank Note improved, and the ipies- 
tion slumbered 

111 1809 the same phenomena recurred in a miudi more 
•aggraviTted form : and gave rise to the a 2 >poiutinejib of tlie 
celebrated •Bullion Committee. All tlie witnesses before this 
Committee, except one, maintained that it was not the Bank 
Note which had fallen, lint Cold which had risen ^ 

The Report, drawn up by Huskissou, Horner and Thornton, 
entirely disproved this assertion, and showed that the Rise of the 
Market Price of Cold and tlie Fall in the Foreign Exchanges, 
was entirely due to the Depreciation of the Ihink Note from 
Excessive quantity : and ib recommended a diminution of its 
Issues : so as to restore the value of the Bank Note 

Resolutions in accordance with the Report were moved by 
Horner : it was proved that there were two prices in common 
use: a Paper Price and a Money Price : and that a £1 Bank 
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Note .Hid 7.<t. were commonly j^iven for a guinea. Nevertheless, 
under the iuiliience of party passion, the House of Comraous 
voted that, in public estimation, a guinea was equal to a £1 Bank 
Note and Lx. : or that -27 = 2]. Freed by this vote from all 
control, the Bank made more extravag.ant issues than ever: so 
that in bspl tlie Bank Note was only worth Id-s. Gd. 

Ilowci er, the doctrines of the Bullion Report gradually con- 
vinced the Mercantile world : and in 181!) they had scarcely an 
()[)[)oiieiiL 

Lord Ki lilt’s F^aw of Paper Money is this — 

A fiisr of tup JUiper, or Jfarkpf, Prirp- of Bullion above the 
Mint Pricp : and a Pali of the Foreign, Exchanf/e below the Limits 
of the Jipal Exchange : is the Proof and ths Measure of the 
Dp/rrerntlion of th,e Paper Moneg 

'Jliis ])rinciple iwS so niiiversally admitted now : and is so 
[)orfcotly evidf'iit : tliut tlicrc is no use in wasting more words to 
prove it 

It shows tliat Paper Money must always be I'estrained within 
certain sirict Limits to maintain a Par Value with Gold. But 
if this be duly done, a certain amount of Inconvertible Paper 
^loney may circulate along with specie at Par 

If the Bank of Kngland had taken })ropor measures For con- 
trolling and limiting its Issues, its Notes miglit have circulated 
at Par with Gold 

In 1707, when the Bank suR])ension Act was passed, the Banks ’ 
ill Edinburgh held a public meeting, attended by the fiuthorities 
ol* the town, and gave notice that they should henceforth refuse 
to cash tlieir Notes. 'Fhis refusal was continued during the 
wliole of the war. But from tlie judicious measures taken their 
Notes continued to circulate at Par with Bank of England paper. 

In 1874 the Inconvertible Notes of the Bank of Prance 
circulated at Par with (.;(>in : because they were carefully limited, 

.Lhe doctrines of the Bullion Report lay down the principles 
by which all Cj'cdit and Paper Currency, whether Convertible or 
Inconvertible, must be regulated — namely, a strict attention to 
the Price of Bullion, and the State of the Foreign Exchanges 

The demonstration of the Bullion Report was, in course of 
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time, universally accepted ])y the Banking and Mercantile 
world : the only difficulty left unsolved was the Practical Measures 
to be adopted to carry it into effect 

However, after several unsuccessful attempts to discover the 
true method of givini,^ effect to this doctrine, tin’s problem has 
now been successfully solved : as will be shown further on : and 
thus the Theory of the Paper Currency is now (jomplete 

Effect of the Restoration of the Coinage on the Exchanges 

16. In the preceding remarks on the Nominal Excharige, it 
has been shown that the depreciation or degradation of the (k)in 
in which the Exchanges are reckoned must necessarily derange 
all the Exchanges of the country ; and that a Restoration of the 
Coin to its due legal state will be sufficient to rectify the 
Exchanges 

But the state of any other portion of the Currency, or Circu- 
lating Medium, than the one in which the Exclianges arc reckoned 
will not affect them 

In the early part of the reign of William III. the Silver 
Coinage, in which the Exchanges were then reckoned, had falhm 
into a most disgraceful state from clipping and other (jauses. On 
collecting bags of coin from different parts of the country, it was 
found that their weight scarcely exceeded one-half of their legal 
weight. The Exchanges were entirely disordenul, and the com- 
merce of the country was thrown into utter confusion. In the 
teginnirig of IGOd the great work of the restoration of the 
Coinage was begun, and by July the new Coin began to be issued 
in considerable quantities, and the Exchanges were immediately 
rectified • 

Bank of England Notes at this period were at a heavy dis- 
count, because the Bank had suspended payments in cash : but 
that produced no effect on the Exchanges : because they were not 
reckoned in Bank Notes, but exclusively in the Silver Coin 

On Exchange Operations 

17. Exchange operations consist in buying, selling, importing 
and exporting Bullion : termed “ Bullion operations ” : and in 
buying and selling Bills ; termed “ Banking operations ” 
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Tlie object of onr present remarks is to explain the general 
causes which produce tliese movements of Bullion which so sorely 
vex the Banking and Commercial world 

Exchange operations of both sorts may be either direct or 
indirect: Unit is, they may take place directly between the two 
plac(‘s : or the final operations may be effected through the 
medium of one or more intermediate countries 

It lias been shown that for Bills payable at sight — or Ohec|ues 
as they ai’C now usually called — the limits of the variations of the 
Ex(‘lia?iges cannot exceed twice the cost of transmitting Bullion, 
whi(;h are called th(‘ Specie points: because wlien they are 
reached, Bullion may be exjiected to flow in or out, as the case 
may be 

When the Bills, however, have a considerable time, such as 
three months or more, to run before they are payable : causes may 
opiu’ate wliich may produce temporary fluctuations of the Ex- 
chnnges considerahly beyond these limits 
Those causes are chiefly — 

1 . The necessity that the liolders of the Bills may have to 
realise tlunn, even at a considerable sacrifice, to maintain their 
own position 

2. The doubtful position of the acc(‘ptors, or the general 
dise-H'dit of the jilace they are drawn upon 

The diflering Values of the jirecious Metals which are the 
standard of Payment at each place 

4. d’lie respective Kates of Discount at each place 
Now it may often ho that from these combined causes it may 
bo considerably more profitable to possess Bullion at one place 
than another. J^lxcharigc operators then export Bullion from one 
place to another for the sake of the profit. They Create Bills 
upon such a place ; they draw Bills upon their correspondents : 
discount their Bills : and remit the proceeds to meet their Bills 
when due 


It used to be the dogma of the Mercantile world that Bullion 
is only exported to liquidate a previous state of indebtedness: 
and consequently that aii export of Bullion comes to a natural 
end when the indebtedness is discharged. But this is a most 
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grievous error. The sufficient difference in tlie pinfit of possessiiig 
Bullion at two places, causes exchange operators to Fabricate 
Bills for the express purpose of exporting Bullion, without there 
being any previous indebtedness: and of coiii’se tliis drain will 
not cease so long as this possibility of inalving profit exists. The 
only effectual way of annihilating this proiit, and causing the 
drain of Bullion to cease, is by Raising the Rate of Discount 

Between countries in which there are no restraints on trade, 
the Exchailgcs will never vary inneh exce]it on sonu; sudden 
emergency. But there are countries with whi(d), owing to their 
prohibition laws, the Exclianges arc pernianently iinfa,vorahIc : 
because they will take nothing but Bullion for their goods. 
Russia is one of these countries : and Iioikh', if not modified by 
other circumstances, Bills u{)on Russia would always ho at a 
premiuin. But here again the effect of trafficking steps in, 
which always has a tendency to equalise pri(!es. The mercliant 
who deals in Bills acts upon the same princi[)]es as the dealer in 
any other com modi ties : he buys them when' tluw are (iheapest, 
and sells them where they are dearest. Hence, he will try to buy 
lip Russian Billi^ on other Excliangcis, or Debt Markets, where 
they are cheaper, and sell them on the London iMarket whore 
they are dearer 

On the other hand, from the course of trade Ix^tween England 
and Italy, the Debt which Italy owes to England is usnaJly 
* greatei' than the contrary : hence Italian Bills will usually be at 
a discounf, or cheap in the London Debt Mark(‘t. So the Bill 
merchant buys them up cheap here, and sends them to some other 
market — Paris for instance — where they may hc^it a iiroininm 

By these means the price of Bills is raised wIkmx* they are 
cheapest, and lowered where they are dearest. The genera,! result 
is to melt all the differences between separate countri(‘s into one 
general result : so that the Exchanges will not ho fjivorahle with 
some countries and adverse with others: hut they will he 
generally favorable or adverse with all the rest of tlie world 

Oil the Arbitration of Exchange 

18 . Supposing, however, that a mercliant has to remit 
money to Paris, while the Excliange with T^iris is unfavorable 
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to lie iiijiy possibly discover a more adv’'tinta.geous way 

of it than by buying a Bill on Paris directly. Thus, 

for instance, while Bills on Paris are at a premium in London: 
those in JIamburg might be at a discount : and Bills on Paris 
might be at a discount at Hamburg 

So if the merchant buys a Bill on Hamburg, and sends it to 
his agent then;, and directs him to purchase a Bill on Paris with 
the jjroceeds, he may be able to discharge his Debts in Paris at a 
less sum than he would have to pay for a Bill on Paris in 
London 

This circuitous way of settling his Debt involves additional 
charges for brok(‘rage, (Munmission, postage, See.: but the effect of 
it is still further to equalise the Exchanges between London and 
all other countries. This (;ircuitous method is called the Arbi- 
tration of Exchanges : and the sum which is given to London 
for tlu‘ iiUimat(' price it nnilises in Paris is called its Arbitrated 
Price 

AVlieii only th !•(*(' places are used in the opei’ation it is called 
Hiniplv Arhitradon : when more than three are employed it is 
culled (■ompound ArhUrntlon. It is evident that the cpiickcr and 
cheaper the eommunieation between countries becomes the less 
room tlu‘re will be f(u* such operations, because the limits of the 
variation of the Jbud Exchanges, which are the margin which 
renders such opiu’atioiis possible, will constantly (liminisli, 

The scid(! upon which these indirect operations of Exchange 
are carried on is immense. There is no Exchange between places 
to and from whieli remittances have not constantly to be made. 
(■onse(piently, when such places trade, their accounts must be 
settled ]>y means of Bills on some recognised centre. London is 
the banking centre of the world. From the enormous exports of 
England to all (piarters of the globe, remittances have to be made 
to London from e\’ery part of the world. There is, therefore, a 
constant demand for bills upon London to discharge the Debts 
incurred lor these commodities. Hence, although the exporters 
may send their goods to different countries : yet if they can draw 
upon London, their IBlls will be sure bo find some purchasers 
somewhere to be remitted to Ijondou. Hence Bills upon London 
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bear a higher price, and meet with a readier sale, than those upon 
any other places 

One country, A, may import from another country, B, less 
than she exports : consequently a Debt is due from A to Ih 
Also B exports to another country, 0, moi’e tlian she imports ; 
consequently a Debt is due from 0 to B : and A may discharge 
its Debt to B by transferring^ to it its claim against 0 

As many countries trade with one another between which 
there is no lilxcluiuge, their claims are mutually adjusted by Ihlls 
upon London, the great banking centre. HeiK*e the liondon 
Exchange is the most important in the world, and recpiires the 
greatest attention to be paid to it 

On the Import and Export of Bullion 

19 . •We must now consider the causes which affect the Import 
and Plxpoi't of Bullion 

As the British Hands do not produce the ])r(5cious metals to 
any extent worth considering, they are only to be obtained in this 
country by impurtifitioii : and we must now consider the various 
sources from which they come, and the difiereiit caust's which 
produce an influx or efflux of them. They are to be treated in 
every respect like any other foreign commodity, and are obtained 
by the same means as any other that we require for domestic 
f on sumption which is not a native product 

Tffie tra(J[e in Bullion may be divided into two distinct branches : 
the one where it is carried on directly Avith the countries in which 
Gold and Silver are native products : and the other with those 
countries Avliich do not produce it : but which, lik^ our own, have 
no means of supplying themselves with it except by foreign 
commerce 


1. — With ButUon.-iiroducing Countries 

Before the discoveries of Gold and Silver in California and 
Australia, the chief Bui lion -producing countries were ]\Iexico and 
Peru. There were others, it is true, but we n(;ed not s^)ecify 
them, because the same principle applies to them all : and to 
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(lesoribe tln'in all would rather belong to a work on commerce 
generally 

British inercliants have cstahlislimciits, or correspondents, in 
those countries, to wiioin they consign their goods: and their 
agents i‘xeliange tlieni for Bullion brought down by the natives, 
and which is col](*cted in large quantitii^s : and in former times 
used to h(; bi’onght home in ships of Avar for the sake of security. 

In those (•oiintri(^s Bullion is treated exactly like any other 
commodity, such as tea, wool, or Avinc : and the British goods of 
;dl kinds ai’c exported to them for the express purpok^ of being 
exclnmg(‘d I’or Bullion, to be remitted home. Such tramsactions 
ar(‘ pare bartei* 

'Pile limits to this exportation are j)recisely similar to the limits 
of the exportiition of any other commodities. It is clear that by 
the time the Bullion reaches this country, it ought to be sufficient 
to cover the original cost of tin; goods, and all charges „on them 
on their way out, as Avell as the agent/s commission there : the 
charges for fnaght, insurance and commission for bringing it 
hoini^ : and a, mercantile jwofit over and above all these expenses. 
Uidcss it does tliat the (^mnnerce is not profitable. If too many 
goods are exported to these Bullion-jwodueing countries their 
exchangeable relation Avith Bullion falls : and they Avill not pur- 
chase a sufficient quantity of Bullion to afford tbis profit : and 
the further ex[)ort of goods to tluise [ilaces must cease pntil the 
goods first sent out are consumed : and fresh ones required at 
such a price as to afford a profit. The commerce in fiullioii,* 
then, Avitii tliese countries is a very simple affair, and requires no 
further notice 

II. — WiUi (k)iintrie^ irhidi do not i)rod}fcr Bullion 

The causes Avhicli cause an Influx or Kffiux of Ihillioii betAveeii 
this and other countries which do not produce it are vastly more 
intricate und complicated, and have excited long and keen con- 
troversies 

Taking this country as the centre, the transmission of Bullion 
to or from it is influenced by the Seven folloAving causes — 

1. Ihe Balance of Payments to be made to, or by, it 
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2. The State of the Foreign Exchanges 
The State of the Currency 

4. By the Keinittanccs made to this country as tlie Mercan- 
tile centre of the world, to meet payments due to other 
countries 

5. By the Political and Mercantile Security of tliis and other 
countries 

G. By the State of the Money Market : or the comparative 
Rates of Discount in this and neighboring countries 

7. By* the free or prohibitive Tarills of this and other 
countries, as they permit or forbid onr products to be imported 
into them 

There are, then, Seven different causes which act u[)on the 
Exchanges, or the movements of Bullion at any given time : and 
as all these causes may be acting in all sorts of dilferent ways, 
either in conjunction or in opposition to each other : it is evident 
that the Foreign Exchanges is one of the most complicated 
branches of human knowledge. The state of the Foreign 
Exchanges at any given instant is the Resultant of the operation 
of all these caused. The inveterate error of mei'cantilc opinion 
for a long time was that there is only one cause of an export of 
Bullion — namely, a balance of mercantile indebtedness to be dis- 
charged ^ 


On Commercial Operations 

20 . For many centuries it was held that Money aloiic is 
Wealth: and it was considered as the true j)ol icy of every 
country to encourage by every means in its power the Import of 
Bullion and to discourage its Export. All European countries 
long prohibited the export of Bullion under dire penalties. The 
profit of Foreign Commerce was estimated solely by the quantity 
of Bullion it brought into the country ; and the Theory .of 
Commerce seemed to be reduced to a general scramble among all 
nations to try which could draw to itself most Gold and Silver 
from others 

According to this Theory the gain of one party was the loss 
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of tlie other : every article produced in one country and imported 
into anotlier was held to be a direct loss to the importing country. 
This was what was called the Mercantile System 

Acoordini;- to this Theory the leadinj,^ maxim which governed 
States was to make the Exports exceed the Imports ; and the 
conclusion drawn wais tliat the DilTeiencCj oi EaLincej must he 
paid for in cash by tlu; debtor nation. When two nations traded 
with oiKi anotlier, the excess of the Exports alxn^e the Imports 
was called tlie “ Balance of Trade.” And the .nation was 
supposed to gain th(5 excess of the Exports above the Imports, 
and to lose the excess of the Imports above the Exports 

ddds Theory liaving been believed in for eentiiries, and 
having been tlu^ cause of innumerable commercial wars, was 
seim to bo fallacious about the end of the seventeenth or 
beginning of the eighteenth century, and finally explpdod by 
the Economists 

The admirahle chapter of Adam Hmith on the Mercantile 
System is a masterly ex])osnre of the theory : and is one of the 
sonndest and best written in his Avhole work, frrpn the more than 
usual eoiisisLeiiey of its ideas, and the lucidity of its style. Most 
persons whose knowledge of Economics does not extend beyond 
Smith, suppose that lie was the first person to demonstrate its 
fallacy. This, however, is a complete error. Its fallacy was 
]>erceivcd and a(;knowledged three quarters of a eentur\\ before , 
his day, and was finally exploded by the Economists si^jteen years 
before he ever published a line 

So far froin^the jirineiple of the Mercantile System being 
true, that Gold and Silver are the most profitable and desirable 
articles of Import, the direct reverse is unquestionably true, that 
Gold and Siher are of all objects of commerce the most 
unprofitable. It is a certain maxim of Commerce in a state of 
freedom that Bullion will not be imported until it has become 
unprofitable to import any other article. There is no class of 
tradei’S ^^ho derive so little profit, in proportion to the Capital 
invested in tlieir business, as dealers in Bullion and ]\Ioney of all 
sorts, whether they bo Bullion merchants or Bankers 
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On the Balance of Trade 

21 . There is no expression in coininerce more oomnioii than 
the “ Balance of Trade”: and it may be as well to ^ive the 
interpretation of it as <‘enerally received during the last century, 
and which is not yet wholly extinguished 

Mr. Irving, Inspector (Icneral of Imports and Exports in 
1797, defined it thus — ‘‘The common mode of considering that 
question has been to set off the Value of the Imports as stated in 
the public. accounts against the value of the Exjiorts : and the 
difference between the one and the other has been considered as 
measure of the increase or the decrease of the national profit ” 
And Mr. Floare, a banker of eminence for twenty-two years, 
said — “I consider the only proper iiKains of bringing Gold and 
Silver into this country to arise from the surplus of our Exports 
over our Imports : and that ratio or proportion which is not im- 
ported irt Goods must be paid for in Jbillion. In the year 171)0 
the imports of this country apiiearcal to be £1 9,788, and the 
exports appear to be £;33,45-l-,r)80, which ought to have brought 
into this country Bullion to the amount of the dilference, or 
£I3,665,0(;()” ^ 


We have made these extracts because they convey in the 
fewest w;ords possible the whole ideas on the subject, and they 
were made by persons of the highest commercial eminence before 
*the Committee of the House of Commons. Mr. Irving said that 
to apply tins principle to the wdiole trade of the country would 
be highly erroneous. We, therefore, do not cite him as approv- 
ing the Theory, but only as distinctly stating wl^t it was. Ibit 
Mr, Hoare, a banker of long ex])ericnce and (uninenco, adopted 
it. And we believe that this Theory of the Balance of Trade is 
still believed in by many persons. Nevertheless, there never 
existed a more complete chimmra and pernicious delusion than 
this said doctrine of the Balance of Trade, nor one which has 
exercised a more disastrous influence on commercial legislation 

We will now take an example of the simplest description of 
trading to show the folly of the old doctrine of the Balance of 
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'I’rude, as that will illustrate the principle as well as the most 
elaborate 

When our ships traded to the South Seas tliey took out with 
them axes, beads, and other trifles, wliich were very plentiful and 
of very littk; value in this country, and bartered them for all 
sorts of eoininodities or curiosities, shells, &c., which were very 
scarce and very valuable in England 

A pair of fine shells from the South Seas in many cases is 
worth ten guineas in England, which an English sailor obtained, 
perhaps, in exchange fur an axe worth 2/0. The Eirglish sailors 
thouj^ht the natives very simple to give away such valuable 
curiosities for such very common things as axes. The natives, 
doubtless, had the same opinion of the English sailors. Tliey 
thought tliem very simple to give away such valuable things as 
axes, beads, Ac., for such common things as a few shells 

Each party, ho woven’, exchanged what was common and cheap 
in his own country for what was scarce and valuable. 'The axes 
were many times more valuable in Fiji than the shells : the shells 
were many times more valuable in London than the axes. Thus 
an English sailor, by giving away an axe which was perhaps worth 
2 0, obtained a pair of shells which was worth ten guineas in 
London : and the dilference was his profit. Thu^^ both ^jarties 
(jalned hij the cxchdmje, which was xYdam Smith’s great discovery. 
The shells were worth many axes in London : the axes were 
worth iminy shells in Fiji : and this is the genuine ’’spirit of 
commerce » 

This simple transaction is a type of all coniinerce. *'The value 
of the shells in Loudon arises from the strong desire of the 
people to possej^s them, and their scarcity : the value of the axes 
in Fiji arises from tlie strong desire of the people to possess them, 
and their s(;arcity. The colored beads were just as valuable to 
the untutored savages as precious stones to the civilised 
Europen ns. The commerce of all nations is exactly the same in 
principle as that betweeu the sailors and the savages. It all 
consists in exchanging what is common and cheap for what is * 
scarce and valuable in the tw'o countries respectively. And, of 
course, both parties must gaiu by the very nature of the trans- 
actions 
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But according to the old doctrine of the Ihilance of Trade, 
England having exported axes to tlie value of 2/0, and imported 
shells to the value of ten guineas, owed the balaiK^e which required 
to be paid in gold ! 

Thus tlie very reverse of the old doctrine of the Balance of 
Trade is true. So long as the goods imported are the payment of 
the goods exported, it is clear that the profit to England is 
exactly the,, value of the goods imported above that of the goods 
exported. But there are considerable deductions to be made 
from this. All the expenses of conveying the goods to the foreign 
country and of bringing the imports from tl\e foreign country 
must be defrayed out of this difference; and in addition to that 
there must be the merchant’s prolit ; so that it is evident that 
there must be a considerable excess of the value of the imports 
above tke exports if the commerce is to be carried on at a profit. 

But it would be a great mistake to suppose that all the goods 
imported are payment of the goods exported 

The goods iinporled and entered at the Custom House form 
three different classes — 

1. There are goods imported in payment of the goods 
exported 

2. There are goods sent here for sale or si)eculation 

3. , There a, re goods sent here to be bonded, and re-exported 
to other countries 

But as the Custom ] louse returns do not and cannot discri- 
minate betwec!!! these classes of imports, it is evident that there 
exist no means of ascertaining the respective (|uaiititit,‘s of goods 
which belong to each class, and consequently it is absolutely 
impossible to determine whether the Exchanges are favorable or 
adverse from the mere Custom House returns * 

The Exchanges are, then, an inscrutable mystery even while 
confined to the Custom House returns. But at the present time 
they are rendered more inscrutable than ever, because a new 
article of Import and Export between countries has come into 
existence— namely, Securities of all sorts. Bills of Exchange, 

VOL. II., PART 1 X 
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Government Securities, and Securities of private Companies of all 
sorbs, artj now im})orted and exported between countries exactly 
like material merchandise, and they have exactly the same effect 
on the Excjliaii'^^es as material commodities. If Bills of Exchange, 
Government or Private Securities are imported for discount or 
sale ill this (K)untry, and the money taken away, they have exactly 
the same ellect on the Exchanges as if an equal amount of com- 
modities were imported for sale and the money taken away. But as 
all tliese S(;curibies pass through the Post Oflice, and not through the 
(Jiistom House, there is, of course, no possible means of ascertain- 
ing their amoimt 

Th(i Foreign Exchanges are, then, an inscrutable mystery so 
far as regards any returns which are procurable. And there is 
no possilde means of unravelling it. They can only be judged of 
by their actual state at any time : ?>., by the actual Demand for 
Specie, either for Export or Import, which may exist* at any 
moment, which arises from causes which arc absolutely impenetrable 
to any inquirer 

Simph Examples of Commercial Operations 

22. We shall now give a few examples of simple commer- 
cial operations to illustrate general principles. To give a complete 
exposition of the Foreign Exchanges, one of the most complicated 
and obscure branches of human knowledge, would require ,a large, 
treatise, and be incompatible with the limits of this wqrk 

Sup])ose that a merchant in London sends out £1,000 of 
goods to Bordeaux. By the time they arrive there the mere 
addition of frei<?ht and insurance and other charges will probably 
have increased their cost of production, or tlio cost of placing 
them in tlu; market there, to £1,050, supposing them to be sold 
without any profit at all. But as the merchant would never have 
sent them to that market unless he expected to realise a good 
profit, we may suppose that they sell for £1,200 

Ills correspondent at Bordeaux, instead of remitting the 
money to England, would find it more profitable to invest the 
proceeds of the goods in some native product which would fetch 
a good price in England. The chief native produce of that 
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country is winp ; so the agent, after deducting all cliargos, wonld 
invest fche proceeds in wine, and send it to England in paynieiit 
of the goods. If the markets were favorable, this wine might be 
sold for £1,500 in England : and after deducting all charges on 
the cargoes both ways, the difference wonld be the merchant’s 
Ijrofit. In this case no specie would pass between thci countries. 
The merchant wonld import more than he had expected: and his 
profits are the excess of the value of the inward cargo above that 
of the outward cargo, after deducting the charges both ways. 

The merchant’s agent at Bordeaux wonld have to consider the 
state of the market, botli at Bordeaux and London, before he 
could determine whether he should send specie or wine in ])ay- 
ment of the goods. Supposing that the goods are sold at a good 
profit at Bordeaux, he must consider the price of the wine, both 
at Bordeaux and in London. From various causes the price of 
the wine'at Bordeaux might be very high, and the price of tlie wine 
in Loudon very low : so that if he were to send wine, it might 
result in a loss. If there were no other suitable product than 
wine, he would have to remit specie : and then the exchange 
would be in favor of London. But before the merchant in 
London could reckon his profits, he would have to deduct the 
charges on the specie 

Whether the transaction was profitable or not to the merchant 
would eiAirely depend on the amount of the specie he received 
ior his goods after deducting all charges. If there was a scarcity 
of such goevis at Bordeaux, he might realise good pi’oHts : but it 
would be highly improbable that he should realise as liigh profits 
on the single operation, as on the double one of exporting goods 
and importing wine. The import of the specie w^ould therefore 
be less profitable to him, and to the nation at large, than the 
import of the wine 

Hence we observe that specie is the least profitable article of 
import to a country : and it is never sent unless there are no 
•commodities which can be imported with a profit 

The reasons which caused the export of specie from Bordeaux 
were the scarcity and dearness of wine at Bordeaux, and its 
abundance and cheapness in London. Hence we gather that the 
scarcity and dearness of native products is the sure cause of the 

X 2 
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export of specie from a country : and on the contrary an 
abundant supply of cheap products of all kinds, both native and 
foreie:n, will cause an importation of Specie 

The Excdiaipi^e being in favor of a country means nothing 
more tlian that, from whatever causes, Bullion has to be remitted 
to it. Hut the above' example is as good as a thousand, to show 
the duiieerous fallacy of drawing any conclusion as to the advan- 
tage of the ti‘ad(.‘ to England, from the simple fact of the Exchange 
being favorabUg and an influx of SjM'cie taking place 

If Bordeaux had but one native product — wine — the chance 
of ii ml ing the markets both at Bordeaux and London favorable 
for importing produce instead of specie would be limited to that 
singk^ article. But if it had other ju’oducts the chances would be 
inerc'ased of linding articles to suit the respective markets : and 
the chances would evidently be multiplied according to the number 
and variety of its prodmds. Hence we see the immense import- 
ance of making London the entrepot for all the products of the 
world, so as to multiply the chances of l)eing able to pay for our 
imports by exports of products rather than of specie 

» 

The example given above is of the simplest description, and a 
mercluiiit of emimmee who had correspondents in diflerent parts 
of the world might easily multiply these operations so as to visit 
many markets b(dbr(; the final returns of his cargo were brought 
home. Thus, instead of having the wine sent home frcmi Bor-^- 
deaux, his corresi)omh'.nt might And it more profitable to send it 
to Buenos Aires, and dispose of it there. One chief native pro- 
duct there is hides : and we may suppose that his correspondent 
there might invest the proceeds of the wine in hides : which 
there might l)o a favorable opportunity of selling in the West 
Indies. When the. cau-go arrives in the AVest Indies, instead of 
i*emitting the proceeds directly home, it might happen that, 
owing to a scarcity of corn at home, it might be very high there 
and cheap in Canada. So he might invest the proceeds of the ' 
hides in sugar : despatch the sugar to Canada, where the mer- 
chants correspondent there would dispose of it, and purchase 
corn, which he would send to England 

In this case there have been five distinct operations : and as 
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there will probably be ii profit upon each of them, by the time the 
ultimate return of the goods, which origiiuilly cost £1,000, are 
brought to England, it may be that the ultimate protit several 
times exceeds the original outlay : and no specie has been sent 
from one country to another in the whole course of the extended, 
^operations 

We may now take Xew York as the starting j)ia(!c. The 
staple products of America arc bread stulfs and provisions of all 
sorts. A» mercha.nt of Xew York sends a cargo of corn to 
Liverpool, and his corre.spondcnt there will (mdeavor to invest 
the proceeds of that in British goods, if he finds that the slate 
of the markets in England and New York will make such an 
operation profitable. If the price of corn here is very high, and 
the price of goods is also very high here and lower in New York, 
it is clear that nothing ])ut Specie will be sent. AVlien a great 
and unexpected dearth of enrn u.sed to Lak(‘ place in England, 
and its price rose very high, Avhich, however, can iKiver happen 
again, the infallible result used to be to cause a grcait drain of 
Specie from this country, because our necessity for i.‘orn was 
much more pressing and immediate than their demand for goods. 
The only way to arrest such a drain of Specie is to effect such a 
reduction in the price of our goods as will makii it profita])le to 
export goods rather than 8peci(i. It was onti of the objects of 
the Baifk Act of 1814, to enforce such a (joutraction of Credit at 
• such 4imcs as would reduce the price of goods, so as to make it 
possible t«) send them instead of Specie 

In the cases we have hitherto been considering, we have 
described the operations as if merchants were feft perfectly free 
to carry the goods whither they })leased, and were not met arid 
obstructed by artificial obstacles purposely devised for interf(*riiig 
with their business, by the laws of dilferent nations. But all 
modern nations, and our own among the rest, have habitually 
discouraged the importation of foreign goods, and have imposed 
heavy duties for the specific purpose of excluding them, as they 
conceived the extraordinary idea that all foreign goods brought 
into a country are so much loss to it 
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Thus the Statute of William IIL, 1688, c. 24, says— 
hath been found by long experience that the importing of French 
commodities of all sorts have much exhausted the treasure of 
this nation, lessened the value of the native commodities and 
manufactures thereof, and greatly m^mverisked the English 
artificers and handicrafts, and caused great detriment to the 
kingdom in general” 

If we consider the elTect of these })rohibitory laws in one 
place, it will equally apply to every other. Thus, suppose that 
there are high protecting duties at Bordeaux agaiifst British 
commodities : as tlie customer must ultimately pay all the ex- 
})enses, charges, and duties on the goods, it will have the effect 
of great ly raising the market price there, and diminishing the 
nuin])erof ])crsons who can afford to buy them : hence the market 
is contracted : a smaller (juantity of goods will overstock it than 
if it were more extended. This will cause a less quantity of 
goods to he sent from England, and it will cause a larger pro- 
portion of specie to be remitted to pay for the products of 
Bordeaux 

This example shows that the inevitable effect of high pro- 
tecting duties between (jountry and countiy fs immensely to 
contract the exchanges which would naturally take place between 
them ; and to cause a much more frequent transmission of specie 
from one to the other than would be the case in an unfettered 
state of commerce : unless indeed the smuggler sots in, who is the 
natural corrector of this commercial insaiiiby 

The efiect, then, of [irohibitive duties is to cause an influx of 
Specie : but it njiist not he supposed that this is a favorable sign, 
as it is certainly the least profitable import a merchant can receive 
for his goods. And there is this very marked difference between 
an influx of specie under the Protectionist system, and under a 
Free Trade system, that tlie former is accompanied by a great 
dearth of foreign commodities : but the latter is a sign of a great 
abundance ol them : as specie is never imported when men are 
allowed to follow their own interests, until our markets are already 
so overstocked with commodities that it has ceased to be profitable 
to import more 
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The foregoing cases convey a simple general outline of the 
course of trade between countries: and we gather from them the 
following results respecting the influx or efflux of specie — 

I. The cause of specie being imported is when the price of 
goods is so low in England and so high in foreign countries as to 
tempt foreigners to send here to buy goods : or to induce our 
merchants to export them to foreign countries 

II. The cause of specie being exported from England is that 
there is some great and pressing demand for some commodity in 
this Gountay, as formerly for corn in the failure of the harvest, or 
other food of the people, and other commodities are so scarce and 
dear that they cannot be exported with a profit : or that the 
commodity is wanted in such vast quantities, that foreigners 
cannot consume our goods, which we should prefer to send in 
payment for them, fast enough : so that specie must be sent : and 
the greater the difference in price the greater will be the drain of 
specie :*or that other markets are already so overstocked with our 
goods,. which are depressed below their usual mai’kcb value tliere. 

This is what is meant by overtrading : and from this we see 
that — Overtrading is a sure Cause of a Drain o/ Specie /rom fhis 
country • 

The failure of the cereal crops in this country used to be 
another sure cause of a drain of specie. But with all tlie 
countries in the world now ready to pour in supplies in the event 
of a deficient harvest, it may be taken as certain that corn will 
• never<igain rise to a famine price in this country. The great 
Commercial Crisis of 1847 was caused by sevend years of over- 
trading and the failure of the potato crops in Ireland, and the 
cereal harvests in Great Britain. We shall have hereafter to 
examine the policy and the effects of the Bank*Act of 1844 in 
meeting it 

There are some countries from which we draw articles of prime 
necessity, but to which, from different circumstances, we do not 
remit goods in payment. Russia was the great source of our 
supply of hemp, tallow and flax : and we used to import these 
products to the value of about £12,000,000 yearly: but from her 
prohibitive tariff, we were unable to send over our products in 
payment of these goods to anything like a similar amount in 
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value. To such a country the difference must be remitted in 
specie, to the mutual loss of both parties : and unless there were 
other means of ecpialising the Exchanges, the Excliange with 
Russia would always be unfavorable 

Tlie chief export trade of Ireland to England was in articles 
of food— }»igs, cattle, oats, butter, eggs. Great quantities of 
these came from Ii’cland, hut as these were entirely devoted to 
pay the (\\travagant rents which the Irish landlords used to screw 
out of their unfortunate tenants, who had nothing over after they 
had i)ai(l th(!ir I’cnts, they were unable to consume any English 
goods in Exchange for those they exported. In consequence of 
tliis, their value had to be remitted in specie : and thus the 
Exchange between England and Ireland used to be almost 
uniformly in favor of Ireland. If Ireland had been sufficiently 
wealthy to have consumed English goods instead of being paid in 
specie, it would have been far more advantageous for both parties, 
for English industry would have been promoted, and ’Ireland 
would have gained more valuable imports 

These two examples illustrate what we have said before, that 
the frequent transmission of specie between countries which do 
not produce it, indicates a less profitable trade tlxin the exchange 
of products 

If, then, specie 1)0 coming in from a country, it shows that we 
have already got so many of their products that it will not pay to 
import any more : and if specie be going out to a coiintry, it 
shows that we have already sent out so many goods te that ^ 
country that it will not pay to send any more 

Now suppose commerce to be in that desirable and . healthy 
state in which no s})ecie passes between non-bullion-producing 
countries, who could tell which way the Balance of Trade inclined? 
Each country would show a favorable balance, taking the imports 
and the exports at their market price in each country 

Each country would show that their imports exceeded their 
exports : that is, each would show that they had gained by their 
commerce : for the very simple reason that the value of the 
imports in their own markets would be greater than the value of 
the exports : and unless it was so, it is manifest that trade could 
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not be carried on ; because all the expenses and profits of trade 
are provided for by the difference between the value of the exports 
and the value of the imports. Hence, unless both parties gain by 
the transaction, commerce could not be carried on 

The fundamental fallacy about the Balance of Ti’ade was that 
the interests of individuals were opposed to tliat of the State. 
Legislatures seemed to think that every merchant had entered 
into a conspiracy to ruin the State, which lie t ried to carry into 
effect by becoming as prosperous himself as he could. They 
missed the* obvious truism that the prosperity of the State is 
made up of the individuals composing it : and that cvfiry one is 
far keener in dis(;erning what conduces to his own prosperity 
than the State (;an be : and that if private men'hants found it 
to their advantage to import products rather than Sp(?c.ie, it could 
not be advantageous to tlie State to fore.e trade in a contrary 
direction 

On the Rate of Discount ns affcctunj the Exchanges 

S3. We have now to treat of a (;ausc of tlu' movements of 
Bullion, which has acquired an importance in modern times far 
exceeding what it ever did before : and that is a dilfcreiice in the 
Rate of Discount, or Interest, between two countries 

In former times, when the comniuni(;ation betw(ien countries 
was slow* and expensive, and perhaps even insecure, before the 
•days of railroads and steamers, a considerable difference might 
exist bebvfeen the Rates of Discount in two places, without 
causing any movement of Bullion from one to the otlier 

But that is not possible now. Communication between places 
is now so rapid and inexpensive that directly the Bate of Dis- 
count in two places differs by more than snlHcient to defray the 
cost of sending Bullion from one place to the other, an immediate 
flow of Bullion takes place from where it is cheaper to where it is 
dearer 

This is in exact accordance with the usual mercantile principle 
that operates in every other case : that if the difference in the 
price of any commodities in two markets is greater than the cost 
of sending it from one to the other, it will immediately be sent: 
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and this movtMueiit will continue as long as the difference in the 
price continues 

Now let us take an extreme case to illustrate the principle. 
Suppose that Llic Hate of Discount in London was 2 per cent., and 
in Paris 10 per (;ent. 

That wcaild ineaii that a merchant could sell a Debt of £100 
for £08 in i^ondon, and only for £02 in Paris. But the expense 
of sending Bullion from London to Paris is now scarcely ^ per 
cent. 

The conse(inence would be that foreign merchants ‘would send 
their hills over in shoals to London to be discounted: and they 
would take away the specie : thus the Exchanges would at once 
turn against the country 

Not only that, l)ut Bullion dealers would Fabricate bills for 
the express pur[)ose of having them discounted, and exporting the 
specie 

Bullion dealers trade in Bullion just as other merchants trade 
in goods: and if they sec that they can buy gold in London at 
2 per cent, and sell it in Paris for 10 per cent. : they, of course, 
will do so, and aggravate the drain of Bullion. And it is evident 
that this drain will not cease until the Price (Jf Gold is so far 
equalised between the two places as to destroy this profit 

Consecpiently, at the present day, it is the imperative duty of 
the Bank ol’ England to keep a steady watch on the Bates of 
Discount in neighbouring countries, and to follow their variations 
so as to prevent its being profitable to export Bullion frefin this* 
country • 

On Foreign Lpans, Securities, and Remittances as affecting 
the Exchanges 

24. Besides the state of national indebtedness arising out 
of commercial operations, other causes may affect the Exchanges. 

Formerly, during foreign wars, England, being more abundant 
in money and material resources than in men, used to subsidise 
foreign j^wers to a considerable amount: and the method of 
transmitting such loans to the best advantage to the transmitting 
country was an operation of considerable nicety and delicacy. To 
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withdraw a very large amount of actual coin at any given time 
from a commercial country might produce the most disastrous 
consequences when so many engagements had to be met at a 
fixed date 

The method of operating is simply an example of what we 
have so fully illustrated in preceding chapters, that the Releasa 
of a Del) t is in all cases equivalent lo a Payment in Money: or 
that — X — == + X + 

Instead of transmitting vast amounts of Coin, the method 
always adojTted in such cases is to purchase Bills of Exchange on 
the place of payment : and by operating on a number of different 
centres to prevent the disturbances which would arise from with- 
drawing too large an amount of Circulating Medium from any 
one place 

In 1791 the English Government agreed to lend the 
Emperor of Germany £4,000,000 : and the problem was to send 
the money from London to Vienna witii as little disturbance as 
possible to the London money market 

Mr. Boyd, who conducted the operation, says — “The remit- 
tance of so large a sum as £4,000,000 I considered as a matter of 
infinite difficulty and delicacy, so as to prevent its producing any 
remarkable effects on the course of Exchange 

“ It was necessary to vary the modes of remitting, and to make use 
of the various means for that purpose presented by all the different 
•Exchanges of Europe. It was not necessary to remit Bills upon 
Hamburg only, because it frequently happened that it answered 
better to remit to Hamburg upon other places, such as Madrid, 
Cadiz, Leghorn, Lisbon, Genoa, &c., than to remit direct on 
Hamburg ; and having constantly orders from Vienna with 
regard to the rates of the different remittances to be made, our 
attention was drawn to the accomplishment of these orders on the 
best possible terms. In fine, it was necessary to take Bullion, 
Bills direct upon Hamburg, and Bills upon other places, all into 
* our means of remittance, without giving the decided preference to 
that mode which was the most favorable, because any one mode 
invariably adhered to would soon have exhausted and destroyed 
that mode : whereas by turning occasionally to all the modes, and 
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not sticking too long to any one particular mode, we had the good 
fortune to make upon the whole very favorable remittances'’ 

McCulloch gives an example of a similar operation — “In 1804 
Spain was hound to pay France a large subsidy, and in order to 
do this, tlirec distinct nuithods presented themselves. First, to 
send dollars to Paris by land : second, to remit Bills of Exchange 
direct on I’aris : thirdly, to authorise Paris to draw directly on 
Spain. The firvSt of these methods was tried, but found too slow 
and ex])(msive : and tlie second and third plans wer6* considered 
likely to turn the Exchange against Spain. The following 
method by the indirect or circular Exchange was therefore 
adopte<l — 

“ A merchant or banquirr at Paris was appointed to manage 
tlie operation, ^^hich was thus conducted. ITe chose London, 
Amsterdam, Hamburg, (^idiz, Madrid, and Paris as the principal 
hinges upon which the oi)eration was to turn : and he engaged 
correspondents in eacjb of those cities to support the eirenlation. 
Madrid and (^adiz were the places in Spain from whence remit- 
tances W(‘re to he made: and dollars were, of course, to be sent 
when they bore tlie highest price: for whielf Bills weredo.be 
procured on Paris, or any other ])la(;e that might be deemed more 
advantageous. Tlie jirinciple being thus established, it only 
remained to regulate the extent of the operation, so as not to issue 
too much paper on Spain, and to give tlie circulation as Jiiucli sup- 
port as possible from real business. With this view TiOndon wa^ 
chosen as a place to which the operation might he chiefly directed, 
as the price of dollars was then high in England, a circumstance, 
which rendered, the proportional Exchange advantageous to Spain. 

“ The business commenced at Paris, Avhere the negotiation of 
drafts issued on ITanihurg and Amsterdam served to answer the 
immediate demands of tlie State : and orders were transmitted to 
those places to draw for the reimbursement on London, Madrid, 
or Cadiz, according as the course of Exchange was most favorable.^ 
The proceedings were all conducted with judgment, and attended 
Avith complete success ” 

But the most gigantic operation of this nature Avhich ever 
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took place, which dwarfs all similar ones into insignilicancc, and 
may be regarded as the classic model of such things, was the pay- 
ment of the indemnity which unhappy hVance had to pay to 
Germany, in consecpieiice of the war of 1870-71. A minute 
account of tliis operation was presented to tlic National Assembly 
by M. Ti6on Say, from which we take the following details, 
sufficient, we hope, to make a general outline of the o])e rations 
intelligible 

By the definitive treaty of peace between Germany and France, 
signed at Fi-ankfort, May 10, 1871, France became bound to pay 
to Germany the sum of 5 milliards of francs— equal to about 200 
millions sterling — at the following dates — 500 millions thirty days 
after the restoration of order in Paris : I,ooo millions in tlie 
course of 1871 : 500 millions on May 1, 1872 : and 000 millions 
on March 2, 1871 : together with 5 per cent, ijiterest on the last 
3 milliafds 

Payment might be made in Gold or Silver, Notes of tlui Bank 
of England, Prussia, Holland, Belgium*, or first-class Bills of 
Exchange 

The thaler was valued at 3*75 francs : and the German florin 
at 2*15 francs 

All Bills not domiciled (<>., made payable) in Germany were 
to be valued at their net proceeds after deducting all costs of 
collectioA 

Th^, portion of the Eastern Bailway of France, situated in 
Alsace, wa^ accepted as part payment of the Debt to (he amount 
of 325 millions: also 125 millions were accepted in Notes of the 
Bank of France : and the sum of 1)8,400 fra,n(‘S, which remained 
due to the City of Paris after payment of the intlemnity exacted 
from her, were counted as payment on account of the debt of 
France 

Besides the indemnity payable by France, the city of Paris 
had to pay an indemnity of 200 million of francs : 50 millions in 
specie ; 50 millions in Notes of the Bank of France : 37^ millions 
in two month’s Bills on Berlin, at the Exchange of 3*75 francs 
for the thaler : and 63 millions in Bills upon Loudon at six and 
fifteen days’ sight, at 25*20 francs for the £ sterling 

The Bills upon London were bought at the Exchange of 
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?>5*3488 : and those on Berlin at the Exchange of 3-7B25 : Paris 
therefore lost 4 i*88 cents, on each pound sterling : and gained 
1-75 cent, on each thaler. The total cost of the indemnity 
was 1 ,305,240*30 francs : and after it was all settled there remained 
a balance of 38,400 francs in favor of Paris, which was carried 
to tlui account of the indemnity due from France 

The total oj)eration was divided into two parts : the payment 
of the first two milliards, and that of the remaining three 

Fn order to put the Government in funds to effect tjie payment 
they negotiated a loan of 1,530 millions with the Hank of France : 
aiui created two public debts of 2,225,P31,045, and of 
3,438,744,030 francs 

I 

The Government being thus in funds, commenced its exchange 
operations, and the debt was finally liquidated in the following 
way — 

By (\)mpensations 325,038,400 francs 

By Bank Notes and German Money . 742,334,079 „ 

By Bills of Exchange .... 4,248,32(),374*2G „ 

« ^ 

To effect tliis stupendous operation, all the great Bankers in 
Europe were invited to assist : and in June, 1871, a London 
agency was opened to receive subscriptions and bills. Other 
agencies were opem^d at Brussels, Amsterdam, Berlin, Frankfort 
and Hamburg. In the first loan the £ was received at 25*30: , 
the thaler at 3*75 : the Fraukfort florin at 7 florins foi;,4 thalers: 
the marc banco at 2 marcs for one thaler ; and Belgian paper at 
par. Til the second loan the £ was received at 25*43 : the thaler 
at 3*70 : the Erflnkfort florin at 2*14| : the marc banco at 1*18J 
for 1 thaler : and Belgian paper at par 

The Exchange operations in London began in June, 1871, 
and lasted till September, 1873. The mean average of the whole 
was 25*4343 

In the course of the operations the Treasury purchased 120,000 * 
foreign bills, amounting to about 4^ milliards. It opened sub- 
scriptions in foreign countries ; and received foreign bills in pay- 
ment of the loan opened in Paris. The subscriptions to the first 
loan comprised 213 millions : and the subscriptions to the second 
loan comprised 383 millions in foreign bills 
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M. Leon Say then gives some details respecting the three 
classes above named, as Compensations as Bank Notes and 
German Money : and as Bills of Exchange 
These compensations included — 

Notes of the Bank of France . . 125,000,000 francs 

German Notes and Money . . . 105,o;h),l 15 „ 

French Gold Money 27i»,li'>0,058 ,, 

French Silver Money 2B!),2!)1,h75 „ 

The German Bank Notes and Money were coll(M‘ted from the 
sums which the German aianies had brought with tlumi in the 
invasion 

The third class, viz., Bills of Exchange, included German 
bills taken at their full value, 2,71)9,51 1,1 8B-72 francs: and 
other foreign bills taken at their net proceeds after deducting all 
charges, 1,448,812,11)0*54 francs 

M, £16011 Say then gives some details of th(^ commercial 
operations undertaken to support these gigantic payments ; but 
he at once acknowledges that iU is impossible to explain their 
complete theory, on account of a new article of merchandise which 
has only recently ijeeii introduced into commerce 

“ It is not possible to explain the operations of a portfolio 
which contains 120,000 bills of a value exceeding 4 milliards 

There were all sorts of bills, from less than a thousand 
francs to^morc than five millions : some mentioned the purchase 
*of merchandise : others appeared to be only fabricated for the 
purpose : jftid destined themselves to be covered at maturity by 
bills which w*ere to be created to pay real transaedions 

“ Bank Credits, the paper circulating between Jiead offices and 
branches, circular exchanges, payments for invoices, the remission 
of funds for the ultimate purchase of merchandise, the settlement 
of debts abroad to France under the form of coupons, shares, and 
commercial obligations, were in all these effects, making up the 
most gigantic portfolio which was ever brought togetlier 

“After all this, to give a detailed classification is an absolutely 
impossible task. One can do no more than determine the classes 
of the operation, and make some general remarks on these classes, 
and on the importance and meaning of the business effected on 
each of them 
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“ Fifty years ago there were no other international operations 
than merchandise and money: merchandise, gold and silver were 
the only subjects of export and import : the balance of commerce 
was settled in gold and silver. Everything which was bought 
from the foreigner was paid for in gold and silver, if not in 
merclnindise 

“ One iniglit find, then, in the custom house data more or less 
exact, but at least real data of the course of business between two 
countries : but things have greatly changed within fifty years 

“ There has a[)peared, especially within the last 25 years, in 
international (iomincrce what may be called a, New Article of 
Export : an article which in every country has acquired a greater 
importance than any other, and which has had the result of com- 
pletely distorting the meaning of Custom House returns. This 
New Article is Securities : it is transmitting across the frontiers 
of different states the property of capital by representatiop : which 
is easy to transi)ort : viz., these Capitals of the form of Bills of 
Exchange, Public Funds, Shares and Obligations of Kailways and 
other Companies 

“ To understand the real course of international businCwSs, it is 
necessary to know not only the imports and exports of merGlian- 
disc, the im})orts and exports of specie, but also the imjwrts and 
exports of Securities ; and this last class, wdiich is the most 
important, and which is the key to the twm others : escapes ajl 
kinds of returns ” — because these imports and exports are 
transmitted tliroiigh the Post Ofiice and not through the Custom" 
House 


This is exattly the doctrine we have been enforcing for so 
many years : and shows the profound error of those Economists 
who w'ould exclude Incorporeal Property from the title of Wealth, 
and of those wdio wj’ite books on Economics, and who are citlier 
ignorant of, or ignore its existence: for in this great mercantile 
country, it is now the largest kind of Property of any: and forms < 
an enormous article of export and import between countries 


Of the wdiole French Indemnity 273 millions were paid in 
French gold coin : and 239 millions in silver coin : being 
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somewhat over 20 millions sterling : whereas 4] milliards, or 
160 millions sterling, were paid by Bills of Exchange : and 
125 millions in notes of the Bank of France, about equal to 
5 millions sterling ; besides an unasccrtai liable amount in G erman 
Notes. Thus little more than one- tenth of the indemnity was 
paid in actual specie : which shows that a much greater part is 
played in modern commerce by Paper than by Specie 

In recent years it has been the custom for foreign Govern- 
ments to raise loans in the English market. So also foreign 
Companies seek to raise capital in England. All these loans act 
upon the Exchanges. There are also the drafts of families who 
reside abroad : these drafts act upon the Exchanges exactly like 
any other drafts 


On the India Council Bills 

» 

26 . Very extensive Exchange operations take place on 
account of the Government of India 

India has to make very large and continuous payments in 
London on several accounts : such as the interest on the Public 
Debt payable in London : the military and civil pension list: the 
military charges for the transport of British troops to India, and 
military stores : civil stores of all sorts : the establishment of the 
India Office in London, and the Engineering College at (^ooper’s 
Hill • 

To meei? those charges, the Council of India in London draws 
every Wednesday a certain amount of J^ills on the Governments 
of the different Presidencies • 

About thirty years ago these Council Bills did not exceed 
about £3,000,000 a year: but since then they have greatly 
increased : at the present time they are little short of £20,000,000 
.a year 

But the Indian Governments pay in Silver Rupees : it is 
therefore requisite to draw for such a sum in Rupees as shall 
produce the required amount in Gold in London 

It is for this reason that the relative Value of Gold and Silver 
VOL. II., PART 1 
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is or sucli deep importance to the Government of India. Every 
p(!nny that tlie Jlupee falls in value costs India £1,000,000 

The j?reat importance of these Bills, however, is the effect 
they have on tlie Market Brice of Silver : they have in fact 
exactly tlic same effect as an equal quantity of Silver raised from 
the mines: and in recent years they have been a very potent 
factor in causinj^ the diminished value of Silver with respect to 
Gold 

Selling Bills for Silver in the London market is in reality the 
same thing as selling Silver itself. Consequently, the more of 
thes(i Hills which are pressed for sale : the more does it diminish 
the value of Silver 

The Government Rupee wliich, since 1802, has replaced the 
old ('onq)any’s Rupee of the same weight and fineness, is 180 
grains : being 1G5 grains fine with 15 of alloy 

The British shilling, coined at the rate of GO to the pound 
weight of Silver Ihillion, contains 80x\- grains of fine silver: 
and the Florin contains IGl-/^ grains of line silver 

When the price of British Standard Silver was OOd, per ounce, 
the Rupee was worth l5. 10*2, OT^h/., or nearly l5?. 10’3^. • 

But ever since 1872-7o, there has been a continuous fall in 
the value of Silver : so that in J890 it was worth only 4:2 
per ounce and the Rupee was worth only Is. 4{^^d. 

But the value of Silver has still continued to fall, so*that at*' 
the present time Silver is only worth 28d. the ounce. This 
stupendous fall, threatening bankruptcy to the Indian Govern- 
ment, roused tlrnn at last to take measures to save themselves. 
They recorded their intention to restore the ancient gold standard 
of India, the abandonment of which in 1852, by Lord Dalhousie, 
was the greatest blunder ever committed by that great proconsul, 
and has been the cause of all the present troubles : and they have 
closed the Indian mints to the coinage of silver with the hope of ^ 
maintaining the Rupee at Is. 4d. This, however, they have not 
succeeded in doing, as the value of the Rupee is scarcely more 
than Is. ; and there is no security that it may not fall still 
lower. 
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Oil Monetary and Political Convulsions as affociing the 
Exchanges 

26 . As au immediate consequence of tlie preceding prin- 
ciples, it follows that a Monetary or Political convulsion in a country 
will turn the Exchanges in its favor, if such an event is not 
prevented by the issue of Inconvertible Paper Money. Tlie 
reason is plain : any Monetary or Political convulsion is attended 
by a great destruction of Credit. That Credit, while it existed, 
performed the functions of Money : but as soon as it is destroyed, 
there is an intense demand for Money to till the void. Money 
rises enormously in value. Multitudes of persons are obliged to 
sell their goods at a sacrifice. Tlie consequence is that Money, 
having risen greatly in Value, both with respect to Goods and 
Debts, flows in from neighboring countries. Of this we may give 
a few examples 

In 1797, the political circumstances of the case produced a 
severe crisis, which ended in the suspension of casli payments by 
the Bank of England. But the extreme tension in England 
turned the Exchanges in her favor 

In 1800, there was a great commercial crisis in Hamburg. 
The ^’ate of discount rose to 15 per cent. That immediately 
dyrained the Bullion from the Bank of England 

In 1825, there was a great commercial crisis in England. 
For a considerable period, the Bank, by making extravagant 
issues at too low a rate of discount, and taking no measures to 
prevent the Bullion from ebbing away, had turned the Exchanges 
against the country. But no sooner did the jianic take place in 
December, than the Exchanges immediately turn in its favor. 
Exactly the same thing happened in 1847. No Sooner had the 
crisis fairly set in^ than the Exchanges turned in favor of the 
country 

In the French llevolution in 1798, and subsequent years, the 
Government issued enormous quantities of inconvertible l^iper 
• Money, which caused all Silver to disappear from circulation, and 
depressed the Exchanges almost to nothing, so that at last they 
ceased to be quoted. But in 1796 all the Assignats were sup- 
pressed in a day. Silver immediately reappeared in circulation, 
and the Exchanges turned in favor of the country 

y 2 
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This has been observed so universally, and the reasons for it 
are so obvious, that it is needless to cite any more instances 

On the Means of Correcting an Adverse Exchange 

27. It lias now been shown upon what complicated causes 
the great nioveinonts of Bullion depend, which produce such im- 
portant conse(iuences. There are Three great Economic Quantities 
— Products, Bullion, and Debts — all seeking to be exchanged, all 
flowing from where they arc cheaper to where they are dearer 
Bub all this vast superstructure of Credit — this mighty mass 
of Merchandise, or Exchangeable Property — is based upon Bullion. 
Different methods of doing business require different quantities of 
Bullion : but however highly organised, perfect, and refined the 
system maybe, we come at last to the basis of Bullion as its mode- 
rator and regulator. If, therefore, the Bullion be suffered to ebb 
away too rapidly, the whole superstructure is endangered ; and 
theu ensues one of those dreadful calamities — a Monetary Crisis 
We liave endeavored to explain the different causes which 
produce an Adverse Exchange ; so that if onp takes place the 
proper corrective may be applied. If it is caused by a Itepre- 
ciated Curnjucy, there is no cure but a restoration of the Currency 
to its proper state 

When, however, it rises from a balance of indebtedness from 
commercial transactions, there are but two methods of coi;recting 
it — an Export of Produce or a Eise in the Rate of Discount 
It used to be a favoriUi doctrine that an adverse exchange is 
in itself an inducement to export produce on account of the pre- 
mium at which Mie Bills could be sold. What truth there is in 
this doctrine can only be known to those actually engaged in such 
opfu’atious : but, at best, it must be very insignificant. But a 
very much more certain means of producing an export of goods is 
a Lowering of their Price 

This was one of the fundamental objects of the framers of the * 
Bank Act of 1841. They truly observed that the price of goods 
had often been unduly inflated by the excessive creation of Credit : 
while Gold was rapidly flowing out of the country. Thus when 
the price of goods was kept too high here, they of course could 
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not be exported to countries where they were cheaper : and, con- 
sequently, nothing but gold would go. One object of the Act, 
was by causing a gradual and compulsory contraction of Credit as 
Bullion ebbed away, to lower the price of goods, and encourage an 
export of them 

The reasoning of the framei-s of the Act was undoubtedly 
correct in that respect. The only question is whether they liit 
upon the right method of producing the effect they desired : and 
whether the same object may not be attained by another and a 
better method. This, however, is not the place to discuss fully 
the policy of that Act ; because there are several other conflicting 
theories involved in it : which we cannot fully discuss until we 
come to explain the mechanism of the Act itself, and its operation 
during a Commercial Crisis 

It is pifficient to state here that all the objects of that Act can 
be attained by paying proper attention to raise the Rate of Dis- 
count rapidly as Bullion flows out. If the Directors of the Bank 
had understood and acted upon this principle in former times, 
although there would necessarily, in the nature of things, have 
been CJomraercial "Crises, there would never have been Monetary 
Panics, or any necessity for that Act. It was to the not under- 
standing and acting upon this principle that all the Monetary 
Panics of the last three-quarters of a century have been due. It 
is true that we cannot blame them too much, as before 1833 
Interest? by law was restricted to 5 per cent. : a rate wholly 
insufficient* to check a great outflow of bullion : and for many 
years it was held to be a theological sin to charge more than h per 
cent. , 

It has been shown that a difference in the rate of Discount 
between two places exceeding the cost of sending J^ullion from 
one to the other causes a flow of Bullion from one to the other. 
But as all the cost of sending Bullion both ways falls upon the 
.operator, the difference will be greater than might appear at first 
sight. And if the Bills be at three months the profit realised will 
only be one-fourth of the apparent difference. Mr. Goschen says 
that there must be a difference of 2 per cent, between London and 
Paris before the operation of sending Gold to or from France for 
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tlie sake of tlie interest Avill pay. And between other Continental 
cities, of course, the difference may be much greater 

But wliatsoever the dilference may be, the Method is abso- 
lutely certain. Directly the Bate of Discount is duly raised here, 
persons cease to export Bullion from this country : foreign bankers 
cease to send over their own bills for discount here to export 
Bullion : tliey increase their demand for English bills. And as 
the rate is raised the demand will increase until the price reaches 
the Specie point : and Cold flows in. And as the Bate rises more, 
the more powerful will he the attra(;tion, until at last the necessary 
equilibrium is restored betw(‘cii Bullion and Credit 
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CHAPTER XI 

ON THE NATURE OF THE FUNDS 

1. The nature of the Funds luis always been au inscrutable 
mystery to those persons who adhere to tlie exploded conce[)t of 
Economics as the ‘^Production, Distribution, and Consumptioji 
of Wealth” 

If a person had £500,000, as it is termed, in the Funds, he 
would be acknowledged to be a “Wealthy ” person. But when 
the Funds themselves arc said to be Wealth, many persons are 
scandalised at the idea that Public Debts are Public Wealth 

It is obvious that the Public Debts, or Public Credit, deixinds 
upon exactly the same principles as the Credit of private pei-sons 
of which we have elaborately explained the principles and the 
mechanism in the preceding chapters. All the diiriciilties and 
per^exities of the subject proceed from not liaving thought out 
jind settled the elementary Concepts of Economics, as has been 
done in all other established Sciences 

Before, however, we i^roceed to the exposition of the subject, 
^ it will be expedient to clear away the errors with wdiich it is 
infested 

<• 

Error of Mill and others regarding the Nature of the Funds 

• 

2. It is first of all necessary to point out a most serious and 
vital error whicli many persons hold regarding tlie Nature of the 
Funds 

Thus Mill says^ — “ This leads to an important distinction in 
the meaning of the word Wealth as applied to the possessions of 
the individual, and to those of a nation, or of mankind. In the 
Wealth of mankind, nothing is included wliich does not of itself 
answer some purpose of use or pleasure (?). To an individual 

1 Preliminary Bemarhs 
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anytliiiii!^ is Wealth wliicl), though useless in itself, enables him to 
claim from otliers a part of their stock of things useful or 
pleasant 

“Take, for instance, a mortgage of one tliousand pounds on a 
landed estate. This is Wealth to the person to whom it brings a 
revenue, and who could perhaps sell it in the market for the full 
amount of the del)t. But it is not Wealth to the country : if the 
engagement 'were annulled the country would be neither poorer 
nor I’icher. The mortgagee would have lost a thousand pounds, 
and the owner of the land would have gained it. • Speaking 
nationally, the mortgage was not itself Wealth, but merely gave 
A a claim to a portion of the wealth of B. It was wealth to A, 
and wealth Avhich he could transfer to a third person : but what 
he so transferred was in fact a joint ownership, to the extent of a 
thousand pounds, in the laud of which B was nominally the sole 
proprietor 

“ The position of the fundholders, or holders of the* public 
debt, is similar. TJioij are morigaijeoH on the general Wealth of the 
coitntrg. The cancelling of the debt would be no destruction of 
wealth, but a transfer of it : a wrongful abstraction of wealth 
from certain members of the community for tl^^ benefit of* the 
Government or the taxpayers. Funded property^ therefore,, cannot 
le counted as part of the natiomd tvetdth. This is not always’ 
borne in mind by the dealers in statistical calculations. For 
example, in the estimating of the gross incomes of the country 
founded on the proceeds of the Income Tax, incomes derived from * 
the funds are not always excluded : though the taxpayers are 
assessed on their whole nominal income, without being permitted 
to deduct from it the portion levied from them in taxation to 
form the income of the fundholder. In the calculation, therefore, 
one portion of the general income of the country is counted twice 
over, and the aggregate amount made to appear greater than it is 
by about thirty millions. A country, however, may include in its 
WTalth all stock held by its citizens in the funds of foreign 
countries, and other debts due to them from abroad. But even 
this is only wealth to them hy being a part oivnership in wealth 
held hy others. It forms no part of the collective wealth of the 
human race. It is an element in the distribution, but not in the 
composition, of the general wealth ” 
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How does the distinction between public and private wealth 
in the above passage consist with Mill’s general definition of 
wealth — that it is Anything which has Purchasing Power ? 

The fallacy that the Funds are similar to a mortgage appears 
conspicuously in another writer, Mr. Capps, who gained a prize of 
£200 put at the disposal of the Society of Arts, for the best essay 
on the mode of liquidating the National Debt 

He says — “There are two antagonistic and conflicting fallacies 
respecting*the National Debt which are very pi’evalent. The first 
is that funded property forms as much a portion of the wealth of 
the country, and is, therefore, to bo reckoned among its assets, as 
lands, houses, or any other description of tangible property. The 
second, which is precisely the opposite of the former, is that the 
Debt is a subtraction or a deduction from the wealth of the 
country : that the country is so much the i)oorer for it. Neither 
the one’nor the other is correct : for the trutli is that the country, 
with the trifling exception which we shall hereafter name, is 
neither the richer nor the poorer for the existence of the debt, and 
that consequently, both the opinions Ave liave montionod as being 
prcAialent arc erroneous : Avliich we shall noAV proceed to show 

“With regard to the first, we have seen estimates made of the 
lotal wealth of the country in Avhich, after the enumeration as a 
portion of the wealth, of the nation of lands, houses, raw materials 
and manufactured products of all descriptions, there lias been an 
item hiserted of “Funded Property” which has been considered 
as of itself an actual property, separate from, and an addition to, 
all other wealth. Now the debt, or the funds, though a ju’operty 
to the parties who hold them, are not so to the nation as a whole : 
for they are only a Mortgage U}wii the rest of the irrojjertg of the 
country : and by just so much as they are the property of the 
holders they are an incumbrance and a diminution of the value of 
the things so mortgaged or encumbered 

“ It is precisely a parallel case to the following — A is worth 
£10,000 in the shape of an estate of that value. B is Avorth 
£5,000 in money. A mortgages his estate to B for £5,000, and 
spends the money unproductively. [Why so ? Suppose he spends 
the money in improving his estate?] Let noAv a valuation be 
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made of the property of A and B jointly, and we shall find that 
the amount of their united wealth is just tlie value of the estate 
and nothing more. The estate is worth £10,000, £5,000 of 
which belongs to B as mortgagee, and £5,000 is the value of the 
equity of redemption to A as mortgagor. The mortgage in no 
way adds to the value of the estate, and though it is a property 
to P> as mortgagee, it is to the same extent a diminution to A of 
the value of the estate 

“ It is the same with the National Debt. The whole country 
and its produclions are mortgaged to the fundholders to the extent 
of ahold one-seventh of their value : and though such funds form 
a property to tlie holders of them, they are only so in the charac- 
ter of a mortgage which reduces the value of the jjroperty mort- 
gaged to its proprietor by just the amount of the mortgage. In 
tfiking, therefoi’e, any accouut, or making any valuation of the 
total wealth of the country, funded property must not, be put 
doAVii as an item, unless you make a corresponding deduction, on 
the other hand, from the value of the 2 ')roperty of which it forms 
a mortgage ” 

We have quoted these passages at somewhat wearisome length, 
in order that we may not be supposed to have misrepresented*’ the 
writers. They contain a com^dete scries of misconceptions and 
errors iqion a subject of great importance, and which involves 
•several of tlie fundamental concepts of Economics , 

Error of considering the Funds as a Mortgage on the 
Property of the country * 

3. To consider the Funds as a Mortgage on the lands and 
property of the ^^ountry as Mill, Mr. Capps, and hosts of other 
writers do, is a gross and j)alpable error which only arises from 
ignorance of the most elementary principles of Mercantile Law 

A Mortgage is a formal deed conveying rights to certain 
iwoperty. When w'ere the Fundholders ever put by a formal deed 
of conveyance into possession of the country and its products ? 
Let us see the Act of Parliament which did so. Let this wonder- 
ful deed of conveyance be produced. Until it can be produced, it 
is clear that the Funds arc not similar to a mortgage on the 
property of the country 
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As a matter of pure Jnrispriulence the Funds and a Mortgage 
deed belong to two totally different classes of property 

In English Law, when a person borrows money on mortgage, 
as it is termed, he actually sells the land to the mortgagee in 
exchange for the money : and the mortgage deed is a title to that 
specific land or other property, and to no otlier. The mortgagee 
becomes the actual legal owner of the land : but he is bound to 
re-sell, or re-convey, the land to the mortgagor upon liis repaying 
the money. Hence a mortgage deed is not separate property from 
the land : it forms but one property with it. Just as Bills of 
Lading and Dock "Warrants arc titles to specific goods, and arc 
one property with them. Mortgage Deeds, and Bills of Lading 
are not Credit : they are Jura in re 

But the Funds are pure Rights of action against the State as a 
Persona ; or Rights of action to demand from it a series of future 
payments in exchange for money whicli the Fundliolders have 
lent or sold to the estate. They are simply a Bill of Exchange 
payable by instalments for ever 

When a merchant gives a Bill of Exchange in exchange for 
goods, it is not a right to any specific money : it is sim])ly an 
absCract Right of action against his person : ho merely engages 
,that he shall be ready to pay the bill wlicn it falls due : and 
therefore it is called a Credit 
• 

So when the State borrows money, and gives the Right to 
demand a series of future payments from it in Excljiangc, which 
are called*thc Funds, they are not the Riglits to any specific lands, 
products or money : they arc merely Rights against the State as 
a Persona in its corporate capacity : and they aiip intended to be 
paid out of its future income, just as a merchant pays his 
acceptances out of his future income. They arc, therefore, termed 
Public Credit 

To suppose that the Funds are a mortgage on the land and 
its products is as gross an error in Mercantile Law, as it is to 
suppose that w^hen a merchant accepts a Bill of Exchange he 
thereby grants a mortgage on his lands or house 

The Funds, like Bills of Exchange, are Credit : they both 
belong to that class of property termed Jura in Personam 



710 


THEOKY OF CREDIT 


[chap. XI 


Mill is also j:>rossly in error when he says that the citizens of 
one country may include in their wealth the stocks held by them 
of foreign countries, and other debts due to them from abroad : 
but that it forms no part of the wealth of the collective wealth 
of the human race : because it is only tvealth io them as part 
ownership in wealth held by others 

This involves the very common, but gross, error that a Creditor 
has any Itight, or Property, in the possessions of his debtor. 
But every Jurist in the world has pointed out that a Creditor 
has no Jtight, or Property, in the possessions of his dcblor, as we 
have fully shown already. A debtor’s property is absolutely his 
own : and Jill that the Creditor has is an abstract Right of action 
against his Person to compel him to exchange some of his 
property to buy up the Right of action against himself. The 
Right of action and the Debtor s property are, therefore, separate 
and distinct articles of property : and there is no joint owyership 
whatever. It is the very first thing which is inculcated on every 
student of Mercantile Law, that a Bill of Exchange is not the 
title to any specific money. And it is into this elementary 
blunder that Scholastic Economists, like Mill, Mr. Capps, Stanley 
Jevoiis, Roscher, Marshall, and many others, have fallen, which 
shows that they are ignorant of the rudimentary principles of^ 
Credit 


On ike Nature of a Chose-in-action 

4 . The blunder committed by Mill, Mr. Capps, and many 
others in holding the Funds to be a Mortgage on the laud and its 
products shows sveh gross ignorance of the elementary principles 
of Jurisprudence and ^lercantilc Law, and is so important as 
regards Economics, that it will be of advantage to explain it fully 
for the benefit of lay readers : and to set before them the nature 
of a Chose-in-action 

Thus it is said^ — Thing in action is when a man hath cause 
or may bring an action for some duty due to him, as an action of 
Debt upon an Obligation, Annuity or Rent. • . And because 

‘ Ternies de la Ley, Chose in action 
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they are things whereof a man is not possessed, but for recovery of 
them is driven to his action, they are called things in action” 

So alsoi — “ We will proceed next to take a short view of the 
nature of property in action : which is where a man has not the 
enjoyment (either actual or constructive) of the thing in question, 
but merely a right to recover it by a suit or action at law : from 
whence the thing so recoverable is called a thing (or chose) in 
action. Thus money due on a bond is a chose in action, for a 
Right to claim the money vests whenever it comes payable : but 
there is no possession till recovered by course of law, unless pay- 
ment be first voluntarily made ” 

So again^ — “ Chose-in-action is a thing Incorporeal, and only 
a Right : as an Annuity, Obligation for Debt . . . Chose in 

action may also bo called chose in suspense, because it has no 
real existence or being, nor can properly be said to be in our 
possession ” 

We have already carefully pointed out-'* that Jurists of all 
nations include Abstract Rights of all sorts, and among them 
Rights of action or Debts, as Wealth, (Joods, (hiattels, A^eiidiblo 
Commodities, Mcu’chandise 

We have also shown that Pothier carefully Avarned his readers 
from supposing that a Creditor has any Property or Right in the 
possessions of his Debtor 

• 

We have already explained that in all transactions on Credit 
the absolute property in the thing “borrowed,” or in reality sold, 
passes to the purchaser : and that the seller loses all pi’operty in 
the thing “ lent” or sold : and that he acipiircs only an abstract 
personal Right to compel the “ borroAver ” to imj!ve an c(|ual pay- 
ment at some future time : but no pro])erty in the poss(.*ssioiis of 
his Debtor ; but he may sell this Right oF action to any one else, 
like any material chattel 

All this notion, therefore, of a Creditor having joint OAvncr- 
ship in the possessions of his Debtor, Avhich Avas oi’iginated, as 
far as avc are aAvare, by Alill and Mr. Capps, and followed up by 

1 Stephen's liliicHtone, pt. 11,, ch. I. 

* Jiluuvt, Law Diet. 

8 Vol. Chap. § 10, 12, 13, 02. Chap. III., Prel. Uem. 
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so many oilier Scholastic Economists, is a pure delusion arising 
from their own ignorance of law 

Among several others 1 may cite Eoscher, who has attacked 
me in his Political Economy on this ground : hut any student of 
Jlercantile Law would tell him that his attack is founded on 
ignorance of the ru(Unieiitary principles of Mercantile Law 

Persons who commit such grotesque blunders are not qualified 
to write on Economics at all 


Are the Incomes of the Fundholders to he rechoned Separately 
in ike General Income of the count nj ? 

6. iMill then alleges that it is a statistical error to count the 
incomes of the fmidliolders as independent incomes in the general 
income of the country: as they are already paid by the taxpayers: 
and that to count them as separate incomes is to count the same 
sum twice over 

Now if this doctrine is true — If it is a theoretical error of 
statisticians to count the incomes of the fundholders as separate 
incomes in the general income of the country it is equally a 
practical error in the Chancellor of the Exchequer to charge the 
fundholders with rucome 4'ax : for that is to tax incomes twice" 
over ; but by taxing them, it is veiy evident that he considers 
them as separate taxable incomes 

Considering the reputation that Mill formerly enjoyed 3s an 
Economist, though it is no\v utterly exploded among all ifitelligeut 
persons, it is somewhat surprising that this doctrine, which is so 
comfortable for JJie fundholders, never seems to have attracted 
their attention. If it is true, why do not the fundholders in a 
body memorialise the Chancellor of the Exchequer to exempt 
them from the Income Tax, on the plea that their incomes have 
already been taxed in the general income of the country ? For if 
it is a statistical error to count the same sum twice over in the 
general income of the country, it is equally a practical error to 
tax the same income twice over 

And if an obdurate Chancellor of the Exchequer turned a deaf 
ear to their memorial, why should they not take measures to have 
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the question tried in a Court of Law ? And the Judges would 
very soon clarify the ideas of the memorialists on the nature of 
the Funds 

The doctrine is no doubt somcwliat specious, and requires 
investigation : but we shall find tliat in this case, as in so many 
others, Mill asserts a doctrine which hits a great many other cases 
besides the one he has in view 

If the argument is true that the incomes of the fundholders 
must be e.^chided from the general income of the country l)ecause 
they are already paid by the taxpayers, it applies to a great many 
other cases : because many other iiicojues are paid out of the taxes 
of the country ; and yet are charged with Income Tax 

1. The Crown : the civil list of the Crown is paid out of the 
taxes of the country : therefore it is not a se 2 )arate income : and 
therefore, according to Mill, the Sovereign should pay no Income 
Tax 

2. The Naval and Military forces : the payment of all 
seamen and soldiers is paid out of the taxes of tlie country : 
therefore they are not separate incomes : therefore, according to 
Mil>, they ought* not to pay income Tax 

3. The Civil Service; the whole of the Civil Service from 
Ihe Prime Minister and Lord Chancellor dowji to the humblest 
policeinyu are paid out of the taxes and rates : therefore, their 
incomes are not separate incomes : and, therefore, according to 
Mill, they ought not to pay Income Tax 

If Mill’s argument is true tljc incomes of all these i)ersons 
must be excluded from the catalogue of tluj national income, 
because they all stand on the same footing as tjie fundholders : 
they are all paid out of the taxes of the countiy : and for the 
same reason they ought not to pay Income T\ix 

Are believers in Mill prepared to accept these conclusions Y 
If his argument is true, how can they escape from them ? 

But if Mill’s argument is true, it must be applied to many 
other cases besides those of persons who receive continuous salaries 
paid out of the taxes of the country for rendering continuous 
services 
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Many persons do it a temporary service, and are paid out of 
the taxes of tlie country. If Mill’s argiimeut is true, the sums 
paid by tlie State for these services are not separate incomes from 
the general income : because they are paid out of the taxes of the 
country: and, according to Mill, they ought not to pay Income 
Tax 

Tlie Oovcrjiincnt frequently contracts with private firms to do 
work for the State : with shipbuilders to build ironclads : or 
guns : with contractors to supply clothing, arms, beef, pork, rum, 
and other stores of all sorts : also with private firms for building 
the public offices, barracks, &c. 

All those contractors are i)aid out of the taxes of the country 

If Mill’s argument is true, the sums paid to these contractors 
ought not to be counted in their incomes : because they are paid 
out of the taxes of the country: and the contractors ought not to 
be charged Income Tax on their profits made out of these 
contracts 

Are believers in IMill prepared to accept these conclusions ? 
If his argiimeut is true, how can they escape from them ? 

But if Mill’s argument is true, it must bo greatly extended : 
for many persons derive tlicir income from those of other persons 
and yet they both pay Income Tax 

A great nobleman has an income perhaps of £100,000.a year : 
he keeps a French cook at a salary of, i)erhaps, £300 a year : a 
Scotch gardener at £250 a year : and a retinue of other 
domestics 

Now it is evident that the incomes of all his employes and 
domestics come cyit of my lord’s income : and yet they are each 
reckoned separatiily in the income of the country : and my lord 
pays Income Tax on his income : and each of his employes whose 
income is above the limit pays Income Tax on his income 

In short, if Mill’s argument is true, the salary of no person 
whatever who is in the employment or service of any other person, 
single or corporate, ought to be counted as a separate income rand 
he ought not to be taxed for it 

Are believers in Mill prepared to accept these conclusions? 
If his argument is true, how civn they escape from them ? 
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Every personas Income Is paid out of the Income of someone else 

6 . But to bring the matter to a conclusion it is easy to show 
that the income of every trade, business, and profession whatever 
is paid in succession out of the general income of the country 

The doctrine thus stated abruptly may seem like a paradox. 
Nevertheless, a very slight explanation, with the assistance of the 
fundamental truths of modern Economics, will very soon unravel 
the paradox. And it is contained in the observation of Smith 
that the same pieces of money pay everyone’s income in suc- 
cession 

It has been shown tliat one of the great advances in Economics 
made by Smith and Condillac was that in an exchange hoik sides 
gain 

The proposition that we have stated, that every ])ersoii’s 
income comes out of the income of someone else, is the necessary 
conseqifence of Smith’s observation that the same pieces of money 
pay everyone’s income in succession, and that in an exchange 
both sides gain 

Jjet us take a few examples — 

It is obviously true of all professional men. Whore do the 
Incomes of lawyers and medical men come from ? Evidently from 
the incomes of their clients and patients. Where do the incomes 
of actors and musical performers come from ? Evidently from 
• the irfcomes of their audiences. And the incomes of all tliese 
persons are justly reckoned sei)arately in the general income of 
the country 

Owners of laud devote their labor and capita^to produce corn 
and cattle and herds, because they know that the public want to 
be clothed and fed. And they make an income by so doing. 
And where does their income come from ? Elvidently from the 
incomes of the persons who want to be clothed and fed 

Merchants bestow their labor and capital in importing foreign 
commodities into the country : and by so doing they make an 
income. And where does their income come from ? Evidently 
from the incomes of the persons who want their commodities 

Landholders, having earned an income by selling corn and 
VOL. II., PART 1 Z 
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cattle, expend tlieir income on their emidoyds, or butchers, bakers, 
tailors, lawyers, doctors, and public amusements, and educating 
their (!liihlren 

]\Iercluints, hiiving earned an income l)y importing or exporting 
commodities, as the case may he, expend tlieir income on their 
clerks and servants, educating their cliildrcn : upon Imtchers, 
bakers, Lailoi’s, wine mercliants, and places of public amusement. 

Lawyers, doctors, engineers, actors, S:c., having earned an 
incoiiK? from thm'r clients and jiatients, expend that inpome upon 
('(liieating their children, upon butchers, bakers, tailors, &g., and 
public amnseinents 

And ibis ineehanism is true of all occupations and trades in 
succession. In fact tlui whole mechanisin of society is a series of 
exchiinges : and in all exchanges there is [irofit 

Mach party in the exiLange earns an iiUMune, and he pays 
Ineoine Tax on tlial 

Contractors earn an income from private persons by doing 
them services : by building sliij)s, bouses, factories, &c.: and they 
pay an Income Tux on their profits. Contractors do the State 
services by bnikliiig sliips, guns, public oflicjes, \)aiTaeks, and in 
innumerable other ways: they earn an income by so doing, just 
in the same way as ])y doing a similar service to private persons o 
and therefore they pay Incoiue Tax on their profits : ecpially in 
one ease as in the otlier 

If JMill’s doctrine were true, a lawyer who earns an incopie by , 
fees from private clients should pay Ineomo Tax; bu^t a judge 
who earns an ineoine by performing judicial services to the State, 
and receives a salary for so doing out of the taxes, should pay no 

1 11(501110 '!lkix *' 

But no Ohaneellor of the Exchequer or Court of Law would 
listen to such an argnmeiit for a moment 

argument, therefore, is entirely erroneous as applied to 
the fundholders, and all the preceding cases 

The case where it does apply is where a father makes liis son 
an allowance to keep him at college : in this case, the youth does 
nothing to earn an income : it is a pure gratuity : it comes out of 
his father’s income, who receives no service in exchange for it : 



§ 6 , 7 ] 


MILL ON THE FUNDS 


717 


such an allowance is no more to be reckoned as part of the income 
of the country than the sum spent by a father in mairitainiiij,^ his 
children at home is part of tlie income of tlie country 

Suppose again a father has a son in the (hiards, and finding 
his pay not sufiicieiit to enable him to maintain himself suitably 
to his position in society, makes him an allowance. Then the 
pay he receives from the State is part of the income of the 
country, because it is earned in exchange for a service done : the 
allowance lie receives from liis father is not part of tlie income of 
the country : it is mere expenditure on the part of the father. 
Accordingly, the ollicer pays Income Tax on his pay given for 
services done to the State : but not on the allowance he receives 
from his father 

So when a person makes an allowance to his poor relations, 
they pay no Income Tax on the sum so received in charity 

So tjie sums received as salary by the employes of a great 
nobleman are part of the general income of the country : because 
they are given in exchange for services done ; houf contractors for 
the public service, they receive remuneration for services done to 
the State: so«the Judges and other ofiicials, civil and military : 
they all receive salaries in exchange for services done to the State ; 
all these are independent incomes, and therefore they are charged 
with Income Tax 

So the fundholders receive an income in exchange for a service 
done to the State: and accordingly their income is part of the 
geiieraf income of the country, just as if they had lent their 
money to [frivate persons : and therefore they are justly charged 
with Income Tax , 

MilVs reason for saying that the Funds are Not 'fart of Ike 

National Wealth 

7 . Mill says — “The cancelling of the debt w^ould be no 
destruciioa of wealth, but a transfer of it, a wrongful transfer of 
it from certain members of the community for the profit of the 
Grovernment, or of the taxpayers. Funded property, iherefore, 
cannot be counted as part of the National Wealth ” 

This seems a most extraordinary conclusion. A transfer of 

z 2 
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wealth is in no case that we can imagine, the destruction of it. 
But Mill says that hmiuse the transfer of it is not the destruction 
of it, therefore it is not to be counted as part of the national 
wealth 

A highwayman knocks down a traveller and robs him of his 
watch and money : now this is only a wrongful transfer of the 
watch and money : it is not a destruction of them : therefore^ 
according to Mill, the watch and the money form no part of the 
national wealth ! 

A servant robs liis master : that is only a transfer of the 
thing stolen : it is not a destruction of it : therefore according to 
Mill, the thing stolen forms no part of the national wealth ! 

We wonder what kind of syllogism leads to such a conclusion ? 

There is no doubt a considerable degree of subtlety about the 
question, but most assuredly Mill’s argument throws no light 
upon it 


On the true Nature of the Funds 

8 . Having now cleared away all tliesc errors and misconcep- 
tions, we shall now explain the true Nature of the Funds 

■> 

It has been shown by Demosthenes, Mill, and many other 
writers, that Personal Credit is Wealth — because it is Purchasing 
Power : and that the Credit of our Bankers and Merchants is 

t- > 

National Wealth 

It has also been shown that the State in its corporate capacity 
is a Persona, quite independent of its individual citizens. That 
it can buy and sell and exchange in that capacity exactly like a 
private person : and that with its own citizens as well as with any 
one else : just as a public company can deal with its own share- 
holders 

It has also been shown that an Annuity is an Economic 
Quantity quite separate and independent of the sums of money 
actually paid : and that it can be bought and sold quite independ- 
ently of them just like any material chattel 

It has also ])een shown that every sum of Money is equivalent 
to an Annuity, either perpetual or limited : consequently that aii 
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Annuity may be sold for Money : i.e., that they are each exchange- 
able quantities : and may be ex(;lianged like any material 
chattels 

Moreover, the State has an income like any private person 
This being so, the State, in itscorporatecapacity, has Purchasing 
Power, like any private individual : and it may buy a sum of 
Money by granting an Annuity in exchange for it : or the Right 
to receive a series of payments either perpetual, or for a limited 
time, to be paid out of its future income 

That is to say the Credit of the State, just like the Credit of a 
private person, brings into Commerce the Present Value, or the 
Present Right, to its future Income 

Now the State, in its corporate capacity, has to perform certain 
duties, and is often in want of a considerable sum of money for 
an emergency, as a war : or to provide against a public famine : or 
^ to create'*sorae great })iiblic work, such as a Railroad or a Canal : 
or to build ironclads 

In order to effect these purposes it buys a present sum of 
Money, and gives in exchange for it an Annuity : or the Right to 
recch;e a series of“paymcnts out of its future income. T^e Money 
becomes the absolute property of the State : and the Annuity 
becomes the property of the subscribers to tlie Loan 

In legal language, this Annuiiy is termed a Bank Annuity : 
because, as we have shown, the original moaning of the word 
Banco, *or Bank, is a Public Debt. In former times it was also 
called a Rent : but this name has (]uito goiu; out of use iu 
England, though it is still the usual name for tlie Funds on the 
Continent ^ 

In grunting these Perpetual Annuities, the State never binds 
itself to pay off the principal ; hence, in populiir language, they 
are called the Funds : because the capital sum is founded^ or 
fixed. The State, however, reserves to itself the right to pay off 
the Annuities if it pleases to do so. If the fundliolder wishes to 
get back Ids capital, he can sell his Annuity to anyone else. If 
the Government wishes to pay off these Annuities it buys them in 
the open market, like a private person. The Funds are, therefore, 
marketable or vendible commodities, just like any material 
chattels 
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The Pinids are, therefore, Property of exactly the same nature 
as the shares in a piii)li(i company. The individual shareholders 
pay over tlieir money to the company as a Persona ; and receive 
in excliani^^e for it the Rij^ht to share in the future profits of the 
company. Tlu; Fiiiuls are, therefore, simply a mass of Exchange- 
able Property, similar to Bills of Exchange, Annuities, Shares in 
Pul>li(; Companies, and all other Incorporeal Property 

Thus Public, like private, Credit is simply the Present 
Rights to Future Payments 

On the Ratio of (hs Public Debt to the Wealth of the Country 

9. We shall now obstn’ve the evil consequences in Economics 
of th(^ want of clear fundamental Concepts 

IMr. Capps values tlie Wealth of theemnntry at £0,000,000,000 : 
and he says that (he National Debt is about one-seventh of the , 
AVealth of tlui (joiintry 

But what does JMr. Capps mean by the Wealth of the 
country ? 

Even taking the AVealth of tlie country as its material pro- 
pi'rty onl^% such an estimate is manifesCy utterly inadetjuate. 
Taking a very moderate estimate of the value of tlu^ land upon 
which London is built, it will be found that it exceec!s 
£4,000,000,000 : and when to this is added the valup of the 
land u})on which other great cities, such as Birmingham, Man- 
chester, Liverpool, Leeds, Glasgow, Edinburgh, Bristol, Aberdeen,* 
Dundee, and hosts of others are l)uilt, it will be found that the 
value of these lands alone exceeds many times the value of what 
Mr. Capps estl relates as the AV^calth of the whole country. Indeed, 
as far as we can make out, Mr. Capps seems to exclude the whole 
of the land from the AYealth of the country 

Besides, the author of the Eryxias, Smith, Say, Mill, and 
every Economist of note since, have all classed the natural and 
acquired industrial faculties of the members of the Society as part, 
of the AYealth of the country. Are all these included in Mr. 
Capps’s estimate of the wealth of the country ? 

Moreover, Demosthenes, Adam Smith, Say, Mill, and every 
Economist of note since, all class the. Personal Credit of all the 
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bankers, merchants) traders, corporations of all kinds, and the 
Credit of the State itself, as National Wealth. Is all this 
included in Mr. Cap])s’s estimate of the Wealth of the country ? 

In addition to this, there is that ^’i[;;antic mass of Propeu-ty 
termed Incorporeal Property, inclndiii" Mercantile and Dank in" 
Credits of all kinds: Shares in Commercial (Companies of all 
kinds, the goodwill of all the places of Imsincss of all kinds : the 
practices of professions : copyrights : patents : and many other 
kinds of valuable Rights. On looking at Wettenhall’s list it will 
be seen that the Pro})erty dealt with on tin? iStock Exchange 
.exceeds £8,000,000,000 : more than Mr. Capps estimates as tlie 
Wealth of the whole country ! 

Moreover, how can Mr. Capps estimate the value of all the 
Property in the households of i)rivat(i pe.rsons, the \'alue of all the 
goods in the warehouses and shops of traders ? 

It is manifest that all estimates of the ‘‘Wealth’’ of the 
country are mere delusions and snares : and of no sei’vice for any 
scientific purpose. It is probable that the leal Wealth of the 
country in its widest estimate would exceed Mr. Capps’s estimate 
X)ne hundredfold 

^As a matteu of fact, the Eunds arc not a mortgage upon the 
land and material products of the country, as Mill, Mr. C’apps, 
'• and so many others allege : tliey are a charge upon the Income of 
the nation. The interest of the Debt is not a charge upon those 
person^ only who have an income from material property : but 
» also 41 charge upon persons whose income is derived from industry 
of all sorts. The industry of all the professions, and of all 
intellectual capital, is just as much pledged for the payment of 
the dividends as the incomes of those who have real estate 

The Funds are an Annuity payable out of ?he income of the 
entire nation : and, consc(piently, their Aveight upon tlie Ihiblic 
Wealth is the Ratio of this Annuity to the General Income of the 
nation 

Some persons propose that the Debt should be discharged by 
.compelling everyone who is possessed of property to give up so 
much of it. But how are we to compel those persons whose pro- 
perty consists only in their intellectual abilities to give up a part 
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of ii ? It is possible to confiscate material property. If a man 
has a thousand acres of land or ten thousand pounds, the State 
may take away one hundred acres of his land, or a thousand 
pounds of his money. But Iiow is tlie State to confiscate one- 
ten tli of li is intellectual capital? A great advocate, physician, 
engineer, or other professional man makes an income of £10,000 
a year. IV^ule he docs so his talents arc as much capital to him 
as an estate in land wliich produces £10,000 a year to its owner. 
But how is the State to get possession of a tentli part of a pro- 
fessional man’s intellectual ca])ital ? Is it to take ah axe and 
chop off a l)it of his head ? It is clear that there is no method of 
taxing intellectual capital hut by taxing its Profits, or its Income. 
And the industrial income of every advocate, physician, engineer, 
and of eveiy artisan is as much pledged for the payment of the 
Funds as the iue-ome of lueii of real estate 

It is probal)Ie that the Batio of tlie Funds to the Wealth of 
the country instead being 1 to 7 is less than 1 to 100 

Are the Funds Wealth? 

10. Are then ilie Funds Wealtli ? This, of course, obviously 
depends on the meaning of the word Wealth. When it is once 
agreed that, as the ancients unanimously held for 1,300 years and, 
all modem Economists liave now come to agree to, that the word 
Wealth simply means any Exchangeable Property — anything 
whatever which can he bought and sold — w^hatever its nature or 
its form may he ; it is at ouce seen that the Funds are Wealth — 
because they are a mass of Exchangeable Property, and they are 
bought and sold separately and independently of anything else : 
just as so much c#rn or timber, or gold and silver 

So Byles speaks of the Funds as being property only second to 
the land in magnitude. Say, at the very commencement of his 
work, expressly classes the Funds as Wealth. And every Jurist 
in tlie world knows that the Funds are a mass of Exchangeable 
Property 

Mill, indeed, allows tliat the Funds are Wealth to the owners 
of them : but he says that tliey are not National Wealth. Now 
when we say that the word Wealth means any Exchangeable Pro- 
perty : National Wealth can only mean that pi’operty which 
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belongs to the nation in its corporate capacity, such as public 
lands, public forests, dockyards, the navy, &c., things ^vhich do 
not belong to any private individual. Individual property is not 
National Wealth. My money belongs to me and not to the 
nation 

When some persons are horrified at the idea of Debts being 
termed Wealth, they are ignorant that the word Debt has two 
meanings — that it means both the Creditor’s Right of Action and 
the Debtor’s Duty to Pg-y 

Now no one says that person’s Duty to j)ay is part of his 
Wealth : but every one admits that the Creditor’s Right of action 
is part of his Wealth 

The Debtor’s AVealth is his Credit, or his power of purchasing 
by giving a promise to pay in future instead of with actual ready 
money 

Sinylarly the AVealth of a State is its Credit : or its Power of 
purchasing Money by giving in exchange for it an Annuity, or the 
Right to demand a series of future payments from it 

If we revert to the original Concept of Economics by the 
Eccftiomists it vvnll probably tend to clear away any difficulty that 
there may be in the case 

The Economists admitted no material products to be AVealth 
except those which were brought into commerce : those which 
were not brought into commerce were not AVealth 

Ttie same doctrine applies to Labor and Credit now that these 
are admitiSed to be Economic Quantities 

A man may have all the industrial faculties possible ; but 
until he uses them for proBt they are not AVealth : directly he 
uses them so as to earn an income they become AVealth 

So a merchant or a trader’s Credit, so long as he refrains 
from putting it into action, is not AVealth : but directly he 
utilises it by making purchases with it : it becomes AVealth 

Now when a merchant utilises his Credit by making purchases 
with it, he brings into commerce the Present Rights to future 
profits. This augments the mass of Exchangeable Quantities in 
commerce : and by the doctrines of the Economists augments the 
mass of Wealth 
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Similarly the Wealth of the State is its Credit : or its Pur- 
•chasing Power: and when the State exercises its Purchasing 
Power by purchasing money by issuing Eights to deinaiid pay- 
ments out of its future income, it does exactly as the private 
merchant does, it brings into commerce the Present Eights or 
Present Value of its future income : and thus augments the 
mass of li\(;hangeable Quantities, or Wealth 

Tlie case is exactly analogous to a gold mine before the Gold 
is extracted from the mine, and coined, and brought into com- 
merce 

It is usual for popular \vriters to speak of the mineral Wealth 
of a country ; its Gold mines, its coal mines, and other mines 
But, as a teclinical term in Economics, the Economists 
unanimously held that a thing is not “Wealth ” until the Gold is 
extracted, coined, and brought into commerce : and extracting 
Gold from the mine, coining it, and bringing it into cofnmcrce 
augments the mass of Exchangeable Quantities in circulation ; 
and therefore augments what, in the technical language of 
Economics, is termed Wealth 

Gold in the mines is in Economics a Reseurce : but it is 
not “ Wealth ” until it is brought into commerce 

Xow I’ersonal and State Credit are Purcliasing Power : and* 
while they are unused they are like Gold in the Mine : they arc a 
Resource * 

But when Persons and the State utilise their Credit by making • 
pui’chases with it : it is exactly analogous to extracting Gold 
from tlie mine, coining it, and bringing it into commerce 

When Persons and the State utilise their Credit by making 
purchases with it, they Coin their Credit : and just as extracting 
Gold from the mine, coining it, and bringing it into commerce 
augments the mass of Exchangeable Quantities ; so when Persons 
and the State coin their Credit : it augments the mass of Ex- 
changeable Quantities, or Wealth. It brings into commerce the 
Present Values of their Future Income : and this Credit, coined 
and brought into commerce, has in every respect identical effects 
with an equal quantity of Gold 

Thus, the function of Credit, both Personal and Public, is 
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simply to bring into commerce the Present Values of Future 
Profits : and that obviously increases the mass of l^lxcjliangeable 
^Juantities, or Wealth 

The Public Debts are also called the Public Credit 

We now sec the confusion of Mill’s distinction between the 
Wealth of mankind and the Wealth of an individual. He says 
that in the Wealth of mankind nothing is included which does 
not of itself answer some purpose of use or pleasure : that to an 
individiftil anything is Wealth which enables him to claim from 
others a part of their stock of things 

But how can the AVealth of mankind be difierent in its nature 
from the AVealth of individuals ? For the AA^ealth of mankind is 
simply the aggregate of the AVealth of Individuals 

It is evident that in the one case Mill makes AA^^nlth depend 
upon Utility : and in the other case upon Exchangeability : the 
very confusion he falls into in his first chapter : and which per- 
vades almost all modern treatises on Ficonomics : and which the 
Economists emphatically warned their readers against 

But as the ancients held for 1,P>00 years, Exchangeability is 
tl?e solo cssende and principle of AVealth: and ]Mire, or Analytical, 
Economics is simply the Science which treats of llie Laws which 
govern the phenomena relating to Exchangeability 

A few examples will show' hoAv the utilisation of Credit 
au^ents the AVealth of a country — 

Whdn a Company undertakes to construct a public work, a 
railroad, a dock, a canal, or any other, it buys money from its 
shareholders : and in exchange for tlie mory:iy it gives them 
certificates entitling them to share in the future profits of the 
company. Thus the Company, as a Persona, in its corporate 
capacity, utilises its Credit by buying money from its own share- 
holders. It makes the railroad, canal, or dock, which ])roduces a 
permanent revenue : and in consequence of this revenue the 
Shares become a valuable marketable commodity : and are, there- 
fore, AVealth 

So \vhcn a Bank is formed, it buys money fi’om its share- 
holders and gives, in exchange for it, Rights to share in the future 
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profits of tlie Bank. The Bank then buys Money and Bills of 
Exchange by selling its Credit, or Rights of action, instead of 
actual money: and some Banks make enormous profits by so 
doing : and the Shares or Rights to share in the future profits of 
the Bank become extremely valuable commodities, or Wealth 
Now all these great mercantile establishments, producing the 
revenues of principalities, are just as much Wealth as the land of 
the coiintiy : because they produce utilities which are wanted, 
demanded, and paid for. They are all created by means of 
Credit 

And yet there is not one word about them in the common 
books on Economics 

In some countries, and in some of our colonies, it is considered 
the duty of the State to execute these great public works : 
because there are not a sufiicient number of private persons with 
the reipiisite ca]jital to do so. But the State has no money, at its 
command to execute them. It must, therefore, utilise its Credit. 
It contracts public loans to obtain the money : giving in exchange 
for the money Rights to demand future payments expected to be 
made out of the future profits of the works : but at all events for 
which the State is liable ‘ •’ 

Now these public works being executed by the State, and being 
the property of the State, are Public Wealth : and they are 
executed by the State utilising its Credit. Hence we see that 
Public Loans have augmented the Public Wealth 

Again, suppose that a country is subject to inundations'by 
the sea : and that to preserve the lives and property* of the 
inhabitants it is absolutely necessary to erect vast sea dykes. 
Now as these sea d^^kes are absolutely necessary for the safety of 
the people, all the inliabitants must contribute to their formation 
and maintenance 

The State, then, being compelled to execute these works with- 
out delay, utilises its Credit, and buys large sums of money by 
giving in exchange for them Rights to demand future payments 
out of the revenues of the country 

Holland is such a country as we have described. It draws 
20 feet of water : and these sea dykes are necessary for its 
existence 
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Now are the sea dykes part of the Wealth of Holland? Under 
the peculiar circumstances of the case they are wanted : they are 
useful : they are the product of “ land and labor ” : they cost 
immense sums of money. Taking the very narrowest view of 
Wealth that any Economist has taken, they answer all the con- 
ditions of Wealth 

It is clear that they stand in exactly the same position as 
railroads, docks, canals, Ac.: and a vast quantity of the other 
Fixed Capital of the country. The people continually want 
them : fh fact they could not exist without them : and they pay 
a portion of their annual income to the persons who advanced 
the money to make tliem. That forms the income of the persons 
who lent the money : and it is justly reckoned as a separate item 
in the catalogue of the general income of the country 

Most persons would admit the correctness of the preceding 
examples. But when we come to the Public Funds, which are so 
many Debts just like the preceding cases, a good many persons 
are inclined to say — We have spent many millions of money, and 
what have we got for it ? In the preceding cases we have got a 
tangible material revenue-producing substanc.e in exchange for 
the money. Bub what have we got in exchange for the hundreds 
of millions of the Public Debts under wliich we ai*e groaning ? 

Lft us consider 

Suppose a person has spent his money on his amusements — 
hearing our faitious prime donne sing : or in theatrical entertain- 
ments:'* or in oratorios: or on food, and many other things. 
When the money is spent and gone it leaves no tangible material 
result behind. But has it been lost ? Has tbe si)ender received 
no gratification, or satisfaction, for his expenditure? Undoubtedly 
he has : he considered these gratifications as the equivalent for 
the money, although they left no tangible result 

The country may have other wants besides the ones enume- 
rated. It may liave enemies by sea and land : and it may be 
necessary to raise fleets and armies to defend its existence : just 
as the sea dykes defend the existence of Holland. It may be 
necessary to contract large public loans for this piirj)ose. The 
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State utilised its Credit by buying large sums oi money from 
private ])ersoiis, and giving in exchange for tliem Rights to 
demand payments out of the future income of the nation. The 
persons who sell their money to the State for this purpose do it a 
service equnlly as those who sold their money to the State of 
Holland to erect sea dykes 

What Holland gained in exchange for the money she spent on 
her sea dykes is simply her existence 

So what I^higland has gained in exchange for her Public Debts 
is simi)ly lier greatness and existence as a nation. By the Public 
Debts contracted in the reigns of William III. and Anne, she 
was («ia))led to prevent all Europe being enslaved by Louis XIY. 
By the Public l)el)t contracted by Pitt she acquired Canada and 
other transmarine possessions. By the Public Debts contracted 
during tlie wars with Napoleon, she saved her existence from 
being trod under the heel of that mighty conqueror, and pnr- 
cliased her position as the most powerful state in Europe in 1815. 
By the sums spent on maintaining tlie navy she has purchased her 
sea power, which is the only thing which enables the British 
Empire to hold together 

My esteemed friend, M. Charles (lide, of Montpellier, asks*m 
bitter irony how is the Public Debt of France, contracted as an , 
indemnity to the Cermans, })art of the Public Wealth of France ? 
The answer is sim])lc. That was the price she had to pay to 
preserve her independence as a nation after the unfortunate result 
of the war of 1870-71. And is not her independent existence 
worth the money ? Therefore, France is not without a conside- 
ration for that Public J)cbt 

The Punds aro, therefore, a mass of Exchangeable Property : 
exactly of the same nature us Bills of Exchange, Bank Credits, 
Bank Notes : Shares in Commercial Companies : the Goodwill of 
a business : Copyrights : and all other Incorporeal Property 
By contracting Public Jjoans the State does exactly as every 
private inercbant does who utilises his Credit : it brings into 
Commerce the Present Value of its Future Income 

Oil ike Method of Contracting Public Debts 
11. Public Debts are contracted in three forms — 
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(1) The Governiiieiifc nuiy bo in want of money for current 
expeiKSCS before the taxes come in. In such a case it <»ives its own 
Promissory Notes and sells tiiem in the market : just in the same 
way as a private person may ask his banker to discount his Note,, 
in anticipation of his income. The banker discounts his Note 
and retains the profit at the time of the advance. Private bills 
arc, therefore, always at a discount. But the (Jo\i(rnment always 
wishes its Notes to circulate at par : conseipiently they ahvays 
promise such an interest as they expect will keep their Notes at 
par 

These Promissory Notes of the Government arc termed 
Exchequer Bills: and as th(3y are intended to he paid oIV at 
maturity, like ordinary Bills of Hxclian<;e, tlu^y are termed tlie 
Floating, or Unfunded, Debt 

(2) The Government may want a larger sum than can be 
met by,the nsiial taxes : and they may buy these lai'gcn- sums by 
giving ill exchange for them Annuities terminable at fixed 
periods. In such cases the xiunuity granted is suHicient to pay 
not only the interest due on the capital, but a poition of the 
capital itself : so that at the termination of the Annuity the 
whdle principal is paid olf, and the Debt extinguished 

, (^) The Government may go into the market and oiler for 

sale a perpetual Annuity of o, 4, or 5 per cent. ])er annum, for 
what ik will fetch. Lti this case the Government makes no 
promise to pay olf the princi])al : but it reserves to itself tlie 
right to do so if it pleases. These perpetual Annuities are what 
are called in common parlance the Funds : because the capital is 
founded, or fixed : and cannot be reclaimed from tlie State 

We have already shown that the original nataning of Banco 
ill Italian is a Public Debt : or a sum of money sold to the State 
by a number of private jiersoiis, for which they receive in exchange 
the Right to demand a series of annual payments : it is also called 
a Monte, or Joint Stock fund. So the legal name of these 
Public Debts, commonly called the Funds, is Bank Annuities 

Formerly every new Loan was secured on certain specific 
branches of the public revenue : but this for many reasons was 
found inconvenient. So in the year 1751 all these Debts were 
consolidated into one sum, and secured on the general revenues 
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of the country. Hence they were called Consolidated Bank 
Annuities : which in common usage is abbreviated into Consols. 

Sometimes tlie Floating Debt increases to an inconvenient 
extent, which cannot be redeemed at once, and the holders of it 
are induced by the Government to accept an Annuity in place of 
their right to be paid the capital sum. This is termed Funding 
tlie Unfunded Debt 

It is sometimes said that tlie Public Debt of Great Britain is 
about £750,000,000. This, however, is not a correct way of 
regarding the matter. The country is not bound ever Co pay the 
sum which would constitute it a Debt. What it has contracted 
to do is to pay an Annuity of about £27,000,000 a year : and 
the £750,000,000 is simply the Present Value of this perpetual 
Annuity 
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CHAPTER XII 

ON THE INFLUENCE OF MONEY AND CREDIT ON 
PRICES AND THE RATE OF INTEREST 

1 . We have now to enter upon an inquiry of tlie greatest 
importance and complexity — namely, the influence of Money and 
Credit on Prices, and the Rate of Interest 

In 1873 a great change in the relative Value of Gold and 
Silver began to take place : and Silver began ra])idly to fall as 
compared with Gold. This produced such inconveniences in the 
Commerce between the countries wliich used Gold as their Legal 
Standard, and the countries which used Silver as their Legal 
Standard, that a Royal Commission was appointed to investigate 
and report on the subject. With this report, however, we have 
nothing to do in this place 

^ut Silver continued to fall rapidly in value as compared to 
Gold : and a very severe and continued depression of the })rice of 
h large number of products took place throughout tlie woild: and 
produced such distress that in 1885 a Royal Commission was 
appointed to investigate its causes 

I# had been observed that for a few years previously the 
supplies of Gold from the mines had diminished in a very slight 
degree ; and it became a very prevalent opinion that the depres- 
sion in prices, or the appreciation of Gold, as itjtvas termetl, was 
entirely produced by the slightly diminished supplies of Gold 

Lord Iddesleigh was chairman of the Commission, and he 
issued a circular containing a number of questions on the subject. 
Among the persons to whom Lord Iddesleigh sent tliis paper was 
myself. But upon considering the questions, I found that to give 
a satisfactory answer to them would require a volume. Moreover, 
to answer them properly ^vould require a complete exposition of 
the scientific and juridical principles, and the mechanism of the 
VOL. II., PART 1 AA 
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great system of Credit, of wliicli the general public were completely 
ignorant. MoreoNcr, however individually distinguished the 
Commissioners were, there was not a single one of them who was 
a trained niereantile lawyer: so that in order to make the subject 
intelligible it would have been necessary to address to the Com- 
mission a series of lectures. on the Mercantile Law of Credit. 
Such a course was manifestly impossible, so I thought it advisable 
not to send in any answers to the paper of (questions. I felt that 
to coin])lete the inquiry it would be necessary to appoint a new 
commission to deal with the question, with some very disfenguished 
Mercantile laiwyer at its head 

It Avas always acknowledged in a loose kind of way, and it is 
stated in every text book of Economics, that Credit aflects Prices 
exactly in the same Avay as Gold : and that prices are governed by 
the aggregate mass of Gold and Credit. It was therefore obviously 
absurd to su])[)osc that the very serious depression Avhich had 
undoubtedly taken place could be caused solely by a minute falling 
off in the supplies of Gold from the mines. In order to deter- 
mine what the etl’ect might be, it was necessary to ascertain as 
near as might be the ratio of Credit to Gold in commerce 

The PLcport of tin; Commission was felt to be' incomplete ^nd 
unsatisfactory : and in 188G a new Tioyal Commission was 
ap])ointcd, with Mr. A. J. Balfour as chairman, to inquire intd 
the causes of the changes in the relative Vahui of Gold and 
Silver. After a short time Mr. Balfour’s ofticial duties obliged 
him to resign the chairmanship of the Commission, «■ and 
Lord Ilerschell was appointed in his place 

Question n^Idressed to the Author htj the Commission 

2. The Commission did me the honor to request me to lay 
before them a paper on the relation of JMoney to Prices. In this 
paper I began by explaining the broad grounds why Economics 
can only be made a positive and definite Science by adopting the 
definition of Wealth as every thing whatever which can be bought 
and sold, or exchanged, or wliose value can be measured in money: 
in accordance with the unanimous doctrine of ancient writers for 
1,300 years; and that Economics is the Science of Commerce, or 
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Exchaii< 2 :es ; as it \vas expressly declared to be by its founders ; 
and that Abstract Rights arc Petunia^ Rph, Bona, Mem : 
^ijfiaTa, TTpdyfxaTa, dyaOd, oacria : goods, chattels, merchandise, 
commodities : as jurists of all nations have unanimously shown ; 
and which Economists have at last come to recognise, that Money 
and Credit are quantities of exactly the same nature, as a whole 
line of writers Lave shown from Aristotle to ]\lill : and tliat the 
system of Credit consists in the Creation ; the Sale or Transfer : 
and tlje Extinction of the goods, chattels, commodities, merchan- 
dise, termed Credits or Debts 

As the exposition of the principles and mecdianism of Credit 
has already been given in the preceding chai)ters, wi; ii(‘ed not 
repeat it here 

On the Ratio of Money to Credit 

3. It is now universally acknowledged that the Circulating 
Medihfn or Currency, or the Measure of Yalue in which Prices 
are expressed, consists of Money and Credit or Rights to demand 
Money, in all its forms both written and unwritten. It is, there- 
fore, evident that we cannot estimate the relation of Money to 
Pripes until we ’ascertain the ratio of j\Ioney to Credit 

All Credits payable in Cold — whether Bank Xotes, Banking 
•Credits, Bills of Exchange, or any others — have identically the 
same effects on the Value of Gold and on Prices as an equal 
quantify of Gold itself : and may be called Gold Credits 

l^imilarly all Credits payable in Silver have identically the 
same effects on the V^alue of Silver, and prices estimated in Silver, 
as unequal quantity of Silver itself : and may be called Silver 
Credits 

And the Value of Gold and Silver with respect to each other 
is determined, not only by the actual (piantity of the metals 
themselves ; but the ratio of the aggregate mass of Gold and all 
Gold Credits to the aggregate mass of Silver and all Silver Credits. 

An instance of this is well known to the officials of the India 
Office. The fall in the value of the rupee has been usually 
attributed to the increased supplies of Silver from the mines, and 
the diminished demand for it, owing to its restriction in use by 
Germany and various other countries 


AA 2 
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These circumstances have no doubt had a powerful effect : but 
there is another circumstance which has never, that we have seen, 
been sufficiently taken into the popular account 

A good many years ago the bills which were drawn by the 
India Council in London on the different Indian Governments to 
meet payments in London in Gold did not exceed £3,000,000. 
But of late years these Council Bills have increased to nearly 
£20,000,000. Now these Bills have exactly the same effect on 
the value of Silver as an equal quantity of Silver itself. This 
increase of about £17,000,000 of Council Bills has exactly the 
same effect as an additional supply of £17,000,000 of Silver from 
the mines : and have had an equal effect in lowering the value of 
the rupee : and just by so much they have increased the embarrass- 
ment of the Indian Government 

But Credits of all kinds are made payable in Specie : hence in 
every system of Credit there must be an ultimate reserve of specie 
in order to enable it to maintain its value 

From this it is often supposed that there is some definite fixed 
ratio between Money and Credit : or, in mathematical language, 
that Credit is a function of Money ' • 

But this is not so: Credit is not a fixed definite function of 
Money : but it is, if we may coin the term, a Contingent function* 
of Money 

By which we mean that though in every system of Credit 
there must be an ultimate reserve of specie, yet that ultiftiate 
reserve do(?s not bear a constant fixed ratio to the quantity of 
Credit: but it mainly depends on the organisation of Credit: 
the more highly qjganised the system of Credit is, the less is the 
requisite amount of the ultimate reserve of specie 

The notion that Money must bear a definite fixed ratio to 
Credit is founded on the idea of Torrens and Mill, which we shall 
have to examine at greater length in a future chapter, thftt all 
Bills of Exchange, (^heques, &c., are ultimately really paid in 
Money. 8uch, no doubt, was very probably the case 200 ‘years 
ago : but this was only the very earliest and rudest organisation 
of Credit 

In Chapter I. we have shown the different ways of settling 
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mutual Debts, and shown how different is the quantity of Money 
required according i\& citlier of these methods is adopted 

In Chapter III. we have shown that, besides payment in 
Money there are three other methods of extinguishing obliga- 
tions — (1) AccepUlaUon^ or Release : (2) Novation^ or Renewal 
or Transfer : and (3) Compensation^ or set off, where mutual 
Debts are payments of each other 

All ideas that Debts are only paid in Money are utterly 
obsolete.^ At the present day not one Bill in 500,000, probably, is 
ever paid in Money in this country, but by the otlier methods 
described in that chapter 

We shall now show that any amount of Credit may be created 
and extinguished without any relation to the quantity of Money 

(1) Before the Continental bankers discounted Bills of 
Exchiinge, there used to be quarterly fairs at the great towns, 
Lyons, Antwerp, Nuremberg, Hamburg, and many others 

The merchants did not make their Bills payable at their own 
houses, where they would have been obliged to keep a stock of 
specie to meet them : but they made them payable only at these 
fa&s. In the meantime their Bills circulated throughout the 
country and got covered with indorsements, performing all the 
functions of money 

Od a fixed day of the fair the merchants met and exchanged 
their acceptances with each other : these acceptances reciprocally 
pai3 and discharged each other ; and the obligations were 
extinguished by the principle of Compensation 

By this means Boisgui Hebert says that obligations to the 
amount of 80,000,000 (livres ?) were extinguished without the use 
of a sou in money 

Now if 80 millions of Credit could be paid and extinguished 
in this way, it is evident that 800 or 8,000 millions could have 
been extinguished exactly in the same way : it only required that 
the mutual obligations should exactly balance each other 

(2) When the Bank of England was directed to suspend pay- 
ments in 1797, the Act did not extend to Scotland. But the 
Scotch Banks met and agreed to refuse all payment of their 
Notes in cash : and this they maintained during the whole course 
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of the war. And tlioiigli they were liable to an action for so 
doing, no action was ever brought against a Scotch Bank during 
the whole i^eriod. Thus for 20 years the whole commerce of 
Scotland was carried on without the use of a single guinea 

But though the Banks refused payment of their Notes to the 
public, they maintained their system of rigorous exchanges 
among themselves : so that no single Bank was able to continue 
over-issues : bcicaiise if it did so it would have had to pay its 
Notes in Gold or in Ihink of England Notes to its competitors. 
In consequence of this the Scotch Bank Notes always maintained 
an equality of value with Bank of England Notes ; though of 
course tlicy shared their depreciation 

(:>) W(‘ have shown tliat if two persons are customers of the 
same hank, one of them may pay a debt to the other by giving 
him a Ciiequ(‘ on his account. The Creditor may pay this 
cheque into his own account : and the Credit is transferrec^ from 
the account of the Debtor to that of the Creditor. As soon as 
that is done the Debt of the Debtor is paid and extinguished 
exactly tlie same as if it had been paid in Money. This is a 
Novation ^ 

It is obvious thiit the la.rg(T a Bank is, the more numerous are 
such transactions among its customers ; Jind thus the more pay- 
ments are made by transfers of Credit, or Novations, than by 
Money : and therefore the larger a Bank is, the smaller *is the 
amount of gold reciuired to be held in reserve « 

(4) But though th(i persons dealing with each other may not 
be customers of the same Bank, yet, by the system of Clearing 
which we have described, Cheques, Notes, Bills, Ac., are trans- 
ferred just as easfly from all the Banks which join in it to each 
other, as Credits are transferred from one account to another in 
the same Bank. At the present time Credits to the amount of 
about £7,000,000,000 are interchanged between the Banks in the 
London Clearing IToiuse alone, and extinguished, without the use 
of a single coin 

There is besides a Country Clearing House in London for 
country Bills and Notes : and every considerable town in the 
country has a Clearing House of its own : though they do not 
publish their accounts : and therefore we have no means of ascer- 
taining their amounts 
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It is also evident tliat tlic move banking habits s]n'oad among 
the people, the more payments will be made by transfers of Credit 
than by Money : and consequently the less Money will be rerjuired 
to carry on the business of the country 

If we could suppose that all tlie Clearing Houses in the country 
were dissolved, and we reverted to the old aTid barbarous method 
of paying all Debts in actual Gold, the amount that would be 
required would be something enormous : no one could tell what 
it would be : it would certainly be some hundreds of millions 

All these instances prove the doctrine which we have stated : 
that though in every system of Credit theni must be an ultimate 
reserve of Gold : yet the ratio of Credit to Gold is not a diifinite 
fixed function, but that it depends entirely on tin; j)(n*fection of 
the organisation of the system of Credit : and the more highly 
developed and organised the system of (h’cdit is, the less is the 
amoui^ of Gold i‘e(iuired 

When the Bank of Scotland was establish('d it was enabled to 
maintain XoOjOOO of its Notes in circulation on a reserve of 
£10,000 in gold : therefore the ratio of (h'cdit to gold was 5 to 1. 

Tlie publisl\ed accounts of the Joint Stock Haidis in England 
show' that on an average the reserve they keep is about l:^ per (ient. 
,of their liabilities: hence the ratio of their Credit to Gold is 
about 8 to 1 

But in Scotland, where the system of Credit is more highly 
. developed and organised than in England, the Banks are able to 
maintain about £05,000,000 of Banking Credits on a rciserve of 
£4,500,000 of Gold: or the ratio of Credit to Gold is about 
23 to 1 

All this show's that it is absolutely impossible to detei’inine 
the ratio of Money to prices 

On the Bfltective Force of Money compared to the Effective 
Force of Credit 

4 . The preceding figures show' that the absolute quantity of 
Credit, as compared to Money, is about 1)1) to I. That is, that 
in all prices 90 parts consist of Credit, and only 1 part of Money : 
so that if it were possible to imagine that the wdiole mass of 
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Credit were annihilated, Gold would rise to about 100 times its 
present value 

Gut even this gives no adequate idea of the Effective Force of 
Credit as compared to the Effective Force of Money : because, as 
we have shown, the Effective Force of Money and of Credit is 
measured, not only by their absolute amount, buf by theAr 
Amount multiplied by ike Velocity of their Circulation : which 
we have named their Momentum or Duty 

In England the quantity of Money in circulation is extremely 
small, and is only used in petty retail transactions. The immensely 
greater part of transactions are effected by Cheques, and Bank 
Notes in a much smaller degree, and Rills of Exchange 

But in Scotland the quantity of Money in circulation is 
absolutely infinitesimal. The actual specie lies quiescent in the 
Banks ; merely to inspire confidence in the people that it may be 
had if required 

The whole effective work of the country is done by Bank 
Notes, and in a much smaller degree by Cheques : and, of course, 
commerce is effected by Bills of Exchange 
. 'While the Money lies in the Banks the Notes pass from hand 
to hand, and do all the work. No one can have the most distant, 
idea as to the number of times that Bank Notes pass in circula- 
tion, compared to the infinitesimally minute quantity of ]\feney 

Reply to the Dogma of Smith that an Increase of Money can 
have no Effect on the Rate of Interest 

6. The expression, Value of Money, which has two distinct 
meanings when applied to two different species of merchandise, 
namely. Commodities, when the Value of Money means the 
quantity of goods that Money will purchase : and Debt^, whei’c 
the Value of Money is measured by the I’ate of Interest, or Dis- 
count, has given rise to some considerations of a somewhat subtle 
nature, which w'e must endeavor to unravel 

The Bate of Interest, or Discount, depends on the ratio of 
the Money to the Debts ; just in the same way as the relations of 
Money and Commodities are determined 



§<, 5 ] 


DOGMA OF SMITH 


739 


Ifc might, therefore, appear that a great increase of the 
precious metals, which leads to a diminution in the Value of 
Money with respect to one of these classes of merchandise, sliould 
also necessarily lead to a diminution in Value of Money with 
respect to the other 

That is to say, that if the Value of Money were to diminish 
with respect to commodities, so that it required double the 
quantity of Money to purchase any amount of commodities, it 
would follow that the Rate of Interest would fall to one half. 
And, conversely, that if the Value of Money sliould fall to one-half 
in the purchase of Debts, the quantity of Money necessary to 
purchase commodities would be doubled. It would appear at 
first sight that such an idea as that the Value of Money could 
diminish one-half with respect to Commodities, and remain the 
same with respect to Debts, was paradoxical and untenable 

Accordingly Smith says^ that several eminent w'ritci’S had 
maintained tliat the increase of the quantity of Gold and Silver, 
in consc(]uence of the discovery of the mines in South America, 
was the real cause of the lowering of the Rate of Interest through- 
out the greater part of Europe. These metals, they say, having 
become of less Value (/.e., of less purchasing power with respect 
, to Commodities) themselves, the use of any particular portion of 
them became of less value too, and consequently the price which 
should be paid for it 

To this obviously fallacious reasoning Smith replies — 

“ The following very short and plain argument, however, may 
serve to explain more distinctly the fallacy which seems to have 
misled these gentlemen. Before the discovery of the Spanish 
'West Indies, 10 per cent, seems to have been tfji3 common rate of 
interest through the greater part of Europe. It has since that 
time, in different countries, sunk to 6, 5, 4, and 3 per cent. Let 
us suppose that in every particular country the value of silver has 
sunk precisely in the same proportion, and that in those countries, 
for example, where interest has been reduced from 10 to 5 per 
cent, the same quantity of silver can now purchase just half the 
quantity of goods which it would have purchased before. This 
supposition will not, I believe, be found anywhere agreeable to the 

1 Wtahh of Nations, Bk. II., ch. iv. 
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tnitli, but it is the most favorable to the opinion which we are 
going to examine, and even upon this supposition it is utterly 
impossible that the lowering of the Value of silver could have the 
smallest tendency to lower tlie Rate of Interest. If a hundred 
pounds are in those countries now of no more value than fifty 
pounds were then, ten pounds must now be of no more value than 
five pounds were then; whatever were the causes which lowered 
the value of the capital, the same must necessarily have lowered 
that of the interest, and exactly in the same proportign. The 
proportion between the value of the capital and that of the 
interest must have remained the same though th(i rate had never 
been altered. By altering the rate, on the contrary, the propor- 
tion between these two values is necessarily altered. If a hundred 
pounds are worth no more now than fifty were then, five pounds 
can be woi’tli no more than two pounds ten shillings w'ere then. 
By reducing the rate of interest, therefore, from 10 to 5 i)ei^cent., 
\ve give for the use of capital, which is su})posed to be equal to 
one-half of its former value, an interest whicli is equal to one- 
fourth only of the Value of the former interest ” 

Smith’s refutation of the argument alleged for supposing tl^at 
the iiKjreasc of money reduced the rate of interest is perfectly 
conclusive. The fact is simply this : the rate of interest compre- < 
bends two elements : one part of the profits paid for the use of 
money; the other as insurance for the risk of loss. Nbw no 
diminution in the valno of money with respect to commodities 
can make the slightest dilfercnce in respect to these two elements. 
Whatever the quantity of goods be, more or less, which £100 will 
purchase, the part of the profits paid for the use of money will 
still be the proportion of the £100. Nor can any alteration in 
the value of money have tlie slightest effect in influencing the risk 
of the traiisaetioii. Whether the usual price of goods be £100 or 
£50, it can make no clifiercncc in the proportion of the profits 
agreed to be paid for the use of £100 : iior in the risk : conse- 
quently, it can have no influence whatever on the rate of interest. 

Smith’s refutation of the argument in the particular case he 
discusses is perfectly conclusive. Nevertheless, his general doctrine 
that an increase of money can have no influence on the rate of 
interest in any case, which has been followed by many other 
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writers, is entirely erroneous, as it is quite easy to show. Smith 
acknowledf,^es that many writers had observed that the rate of 
interest had fallen to one-half after the discoveru's in America, as 
Bodin specially remarks, remains as an established fact, and has 
to be accounted for 

The sole diliicnlty in the case is this : Smith and all modem 
Economists admit that Bank Notes, Bills of Exchani>^e, Ac., are 
circulating Capital, which perform all the functions of money. 
But they .fail to grasp the conception that Rights of action, such as 
Credits or Debts, arc goods and chattels, commodities, jiierchaii- 
dise, just like any niatei*ial commodities, and that their \'aluc is 
governed by exactly the same laws as that of any other goods 
Now let us suppose that a great and sudden inc.reasi: of money 
takes place, as happened in the Kith century : then it is evident 
that its effect on the value of both species of merchandise, Coods 
and D6bts, must be exactly the sana^ 

If the whole of the increased quantity of mom^y were applied 
to the jmrehase of Goods that would raise the ja’ice of Goods 
If the whole of the increase of money w<nx} ai)plied to the 
puiichase of me?cantile Debts, that would raise the ])i*ice of Debts, 
it would lower the rate of Interest 
^ If part of the increa.sed quantity of money werci ai>plied to 
purchase Goods, and part to purchase Debts, that would raise the 
price of both, that is, it would raise the price of Goods, and it 
wouid lower the rate of Interest at the same time 

Now this is what actually liappeued at the time alluded to. 
Contemporary writers like Bodin o])served that tlui price of com- 
modities was considerably raised by the influx of money : hut 
only to half the extant ichich might have been expeefed, 'I'licy also 
observed that the rate of interest was considerably rcdiKuid. And 
the above reasoning clearly explains both of these observed 
historical facts 

A greatly Increased quantity of Credit has identically the 
same effects : no more striking instance of which can he imagined 
than what has taken jilace in this country 

Every one knows that, without going too much into details, 
an enormous rise has taken place in the price of commodities 
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since the time of William the Conqueror. This is, to a certain 
extent, to be accounted for by the depreciation of the coinage, as 
there is only about one third of the amount of metal in the 
coinage at the present day. That would account for prices being 
tripled. Tliere has also undoubtedly been a very large increase 
in the amount of specie in circulation : which would account for 
another considerable rise in prices. But allowing the utmost 
latitude for these causes, there is still an immense residual in- 
crease, which can by no possibility be accounted for by them 
By the Statutes of Eton College, it was enacted £hat on a 
certain day in the year all persons on the foundation should 
receive half a sheep, or threepence, that being the value of half a 
sheep in 1441, when the College was founded. The Fellows of 
the College had interpreted this in their own favor, by taking to 
themselves the value of half a sheep in modern money. But 
they restricted the gift to the Collegers to the literal threepence. 
One day, as the Bursar was distributing these threepenny bits to 
the Collegers at dinner, as was the custom, an audacious young 
Tug, as Mr. Montague Williams tells us, demanded half a sheep 
instead ; for which piece of temerity he got soundly flogged 

Now why has a sheep risen in price from 6^/. in 1441 to §0s. 
or 60s. at the present day ? „ 

In the days of Charles II. the usual average rate of interest 
was 10 per cent. But not long after the institution of Bankers 
and the foundation of the Bank of England, it came down to ^ 
about 3 per cent., and at the present day it is somewhat less than 
that 

Now what hae been the cause of this great increase in the 
Price of Commodities, and great fall in the Rate of Interest ? 

It is to be found in the amazing increase of Banking Credits 
in the last two centuries and a-half 

The liistory of Commerce in those times is exceedingly obscure. 
But there is no doubt that if the system of discounting mercantile • 
Bills of Exchange did not originate with the goldsmith-bankers in 
the time of the Commonwealth, at least it received a great exten- 
sion from them. The greater part of the money of the country 
having come into their hands, as is described in the next chapter, 
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:or which they paid interest, they had to employ it so as to pro- 
iuce a profit. This they did by discounting mercantile Bills, for 
ivhich they competed, and so naturally raised their price, 
bhey lowered the rate of interest. But their powder of discounting 
Bills greatly exceeded the sums placed with them by their cus- 
bomers. Because they did not discount them with actual cash : 
bhey simply gave their customers a Credit, or Deposit, in their 
books for them : that is, they issued a Riglit of action against 
themselves. They soon found that they could maintain in circu* 
lation an hmount of Notes several times exceeding the amount of 
Cash they held. In this rudimentary state of Credit they could 
not probably maintain in circulation an amount of Notes more 
than four or five times exceeding the Cash they held. But 
this had all the practical effects of multiplying tlicir Cash four 
or five times 

* 

When banking was first founded in England the usual rate of 
interest was 8 or 10 per cent., and the bankers all allowed their 
customers G per cent, on their daily balances payable on demand. 
But these halcyon days for customei-s soon passed away. The 
increased number of bankers multiplied Banking Credits faster 
than the increase of mercantile Bills : and by the further fouuda- 
lion of the Bank of England, Banking Credits increased so much 
that the average rate of Interest fell to o per cent. 

This lowering of the average rate of interest had the effect of 
immensely raising the value of all ])roi)erty in the form of an 
Annuity. * Thus, when in the reign of Charles II. the average rate 
of interest was 10 per cent., the value of land was only 10 years’ 
purchase : but when the average rate of interest ffcll to o jxjr cent., 
the theoretical value of land rose to years’* purchase 

At this time also began that immense rise in the pi*ico of all 
kinds of commodities : as is noticed in the life of Lord 
Godolphiii 

Thus the immense increase of Banking Credits in England 
produced exactly the same effects in raising the price of commo- 
dities and lowering the rate of interest as the great influx of the 
precious metals did throughout Europe in the IGth century 

As far as we have observed, it would appear that tlie average 
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rate of interest when Money alone was used, Before the develop- 
ment of Credit, Avas from 20 to 25 per cent. : it is the immense 
increase of Banking Credits which has brought it down to per 
cent. : and even lower 

IJas the great Depression in Prices since 1873 teen due to 
Diminished Supplies of Gold 

6. The prc(;eding considerations will enable us to form a 
judgment on the doctrine, which was so stoutly maintained by 
many persons, that the great depression in the prices of com- 
modities, wliieh began in 1873, was ^entirely due to a slight 
diminution in the supplies of Gold from the mines 

Taking the Ecpiatiou of Value — 

A — B 

Let A represent the Circulating Medium, or Currency, which is 
the measure of A^aliie, in which Prices are expressed, which con- 
sists of Metallic Money and Credit in all its forms, both written 
and unwritten 

Let B represent all other Commodities 

Then a change in Prices, or the Value of Commodities, takes 
place either from a change in A : or a change in B : or which is* 
more usual and far more complicated, from a simultaneous change 
both in A and B 

Now it is a well known fact that since 1873 many tliings • 
have occurred to lower the price of commodities generally classed 
under B. Diminished cost of production produced by scientific 
discoveries, increased facilities of transport, enabling agricultural 
products of all sorts to be imported from a far wider area, as has 
been well set forth by Lord Playfair in several articles, have all 
tended to lower prices ; and all these have had a certain effect. 
The Report of the Commission attributed much of the depression 
to overproduction : nor are we concerned to deny its effect in 
certain cases 

But when we consider A, or the Circulating Medium, or 
Currency, or the Measure of Value in which Prices are expressed, 
the Report of the Commission is extremely defective. They had 
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very little concept/on of anythin^* beyond a slight diminution in 
the supplies of Gold. Credit is only alluded to in the most 
cursory manner, whereas it is the crux of the whole qneslion : 
and popular opinion attributed the general depression almost 
exclusively to a falling olf in the supplies of Gold 

Now the considerations set forth in the preceding chapters show 
that such an idea is perfectly untenable. It is perfectly acknow- 
ledged that Credit produces exactly the same cirect on Prices as 
Gold. And it has been shown by autlientic statistics, that in 
modern tiuies Gold only forms about 1 per cent, of the Circu- 
lating ]Me(linin, or Currency, and that the other IPJ per cent, is 
Credit in its various forms. Moreover, when we consider the 
effect of any minute variations in the annual supplies of Gold, it 
must be observed that they form a very minute portion of the 
already existing quantity in circulation. To suppose that a 
variation to a small extent of a fraction of 1 per cent, on tlie 
amouift of the Circulating Medium or the JMeasure of Value 
could produce the widespread effect so popularly attributed to it, 
is wholly beyond reason 

Now, allowing that there were other causes at work to pro- 
duce this depression, one of the most potent causes of the 
depression of prices was almost entirely overlooked in the Report 
%and in public discussions — namely, the total collapse of specula- 
tion after 1873 

All* speculation is carried on by means of IRlIs of Exchange, 
quantities of Bills of Exchange, a large part being of tlje 
most illegitimate nature, are created, which partly aggravate the 
price of commodities, and whose magnitude is partly caused by 
the expected rise in the price of commodities, ju'e manufactured. 
These Bills are discounted by Banks, and consequently give rise 
to an immense increase of Deposits, or Banking Credits : and 
this vast increase of Credits, both Mercantile and Banking, inflates 
the Measure of Value, and raises the price of Commodities all 
round 

Then when the bubble bursts, and a great Commercial Crisis 
ensues, vast amounts of Credit are destroyed ; and so the volume 
of the Currency, or the Measure of Value, is diminished ; which 
produces a general lowering of prices all round. It is these vast 



746 


THEORY OF CREDIT 


[chap. XIl 


expansions and contractions of Credit which produce those 
changes in price which are so ruinous to traders, infinitely more 
than any minute variations in the supplies of Gold 

Now it is well known that 1873 was a period of enormous 
speculation : and the torrents of Credit created by the specula- 
tions raised the price of commodities to an extravagant height. 
But after 1873 came the collapse : and this speculative Credit 
being destroyed, prices fell as rapidly as they had risen 

As far as this, then, there was nothing extraordinary : nor 
what had not happened times without number beford'. What 
was really remarkable and unprecedented was the long period of 
the depression 

Oil former occasions great speculations had taken place, giving 
rise to great rises in price and the rate of interest : then the 
Crisis, which inevitably followed, pi'oduced a great depression in 
prices, and a reduction in the rate of interest 

But this reduction in prices, and the rate of interest, pinched 
severely all persons of narrow income, and they cast about for 
more remunerative investments. Then speculators saw their 
opportunity : and got up all sorts of fraudulent schemes to 
entrap the unwary. Thus speculation spread depression : ^ftid 
depression in its turn bred speculation : in constantly recurring 
cycles 

Now these alternating cycles of speculation and depression 
are innate in the modern system of Credit ; and the truth of this 
is amply proved by the history of commerce in all countries sfnee 
the vast expansion of the system of Credit, which took' place in 
the latter half of the seventeenth century. And the most 
important and complicated problems in Economics are to know 
how to deal witli these Commercial Crises when they arise : to 
bring them under scientific control : and to prevent them from 
developing into Monetary Panics : which arc the most fearful 
calamities of modern times 

Now one of the principal causes of the great depression since 
1873 is, that speculation on a large scale has, from whatever 
reason, been totally extinct. Either men have learnt wisdom 
from experience : or they have been unable to discover any com- 
modities to speculate in : or they have been unable to discover 
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schemes to entrap the unwary: except indeed loans to South 
American States, which, however, only affect a comparatively 
small number of persons : and not the whole conimnuity as 
former bursts of speculative mania did. It is not the depression 
itself, but its unprecedented duration, wideh is in any ^Vay 
remarkable, and it requires no further observations 

The preceding considerations show how utterly impossible it 
is to ascertain the precise infliKmcc which a litth^ more or a little 
less Gold has on prices. It is intin itely more complicated than 
the influx of the precious metals in tlie Iflth century 

At that time there was scarcely a Bank in Euro|)e, except in 
Italy : and when an increase of Gold took place it came at once 
into conta(it with commodities : and, tliererore, inevitably raised 
their price 

But in modem times an increased quantity of Gold is first 
paid into Banks, and thus forms a basis for (hem to enlai’ge their 
Credits: and to reduce the rate of interest. Hxcef)t indeed in 
the countries, such as (hdifomia and Australia, where (he ((old 
itself is produced, and tin; (piautity found induces a, reckless 
(Wpenditure on the part of the miners. Bub elsewhere the com- 
paratively minute quantiti(;s of Gold are buri(‘d amid such a 
‘^stupendous mass of Banking Credits that the most subtle analysis 
in the, world is wholly incompetent l,o discriminate the eliVels of 
Gold from those of Credit. It is inJiniicly more easy to estimate 
the** effects of Gold and Credit combined, than those ()f Gold 
alone 

One thing may be safely said. Many jK'rsons are in alarm 
that the increased use of Gold as the standard ’iiorif*}' hy various 
nations may lead to a pcrmaucut cidiaucemcut of ils value, 
absurdly called Appreciation by some people : and to a depression 
of prices. Such fears arc wholly futile : the earth t(^ems with 
Gold: new mines arc being discovered every dny. Within the 
last few years such astounding discoveries of both Gold and 
Silver have takeu place, as show that in a short time we shall 
have sucli an increase of both metals as has not taken place 
since the discovery of Mexico and l^erii. In Colorado, Nevada, 
Australia, and other places, the supply of Silver seems exhaustless : 
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and in Gold we have Queensland, Guyana, both British and 
French, Ecuador, Columbia, South Africa, and now Western 
Australia, the extent of whose mines is far from being ascer- 
tained yet, but wliich promise to be some of the richest in the 
world. The cry, therefore, of a scarcity of Gold is a pure 
delusion. And even if it were not so, we liave shown in the 
preceding chapters what an incredibly small basis of Gold is 
sufficient to support a vast superstructure of Credit. We have 
shown that our present Circulating Medium or Currency consists 
of 09 parts of Credit and only one part of Gold. But our 
]>resent system is cujuible of a still higher simplification and 
organisation. And if such improvement were effected, our 
present amount of business might be carried on with half tlie 
amount of Gold : or our present stock of Gold would carry 
double the amount of business 
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(3 vols.) Vols. 1. and II. From the first 
invasion of the Northmen to the year 1578. 
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6 MESSRS. LONGMANS & CO.’S STANDARD AND GENERAL WORKS. 

History, Polities, Polity, Political Memoirs, &o. — contimud. 


Macaulay (Lord)-~co}i timn'd. 

M I S C E L L .1 NE O US / V A' IT I XG S, 

Sl'EECHES AUD POEMS. 

Fopulfir luiition. Crown 8vo., 2s. bd. 
Cabinet Edition. 4 vols. Post Svo., 24s. 

Selectk^ns feom the We /tings oe ^ 
Lord Macaulav. Edited, with Occa- 
sional Notes, by tlie Right lion. Sir G. O. 1 
Trevelyan, Bart. Crown Svo., 6s. 

Mac Coll. — 7'he Suiutan and the 

Powers. By the Rev. Malcolm MacColl, 
M.A., Cancm of Ripon. 8vo., 10s. 6«/. 

Mackinnon. Union of Eng- 

land AND Scotland: a Study oa' 
Jni’ernational History. By James 
Mackinnon. Ph.D. Examiner in History 
to the University of Edinburgh. 8vo., 16s. 

May.“-77/£: Constitutional His- 
tory OF England since the Accession 
of George III. 1760-1870. By Sir Thomas 
Erskine May, K.C.B. (Lord Farnborough). 
3vols. Cr. 8vo., 18s. 

Merlvale (Charles, D.D.), sometime 

Dean of Ely. 

His t( )A' I ’ ( )F THE Roma ns i \nder the 
Empire. 8 vo 1 s. Crown 8vo., 3s. 6f/. each. 
The Fall of the Roman Republic: 
a Short History of the Last Century of the 
Commonwealth. 121110., 75. 6c/. 

General History of Rome^ from 
the Foundation of the City to the Fall of 
Augustulus, H.c. 753-A.D. 476. With 5 
Maps. Crown Svo, 75. td. 

Montague. — The Elements of 
English Constitutional //istory. By 
F. C. Montague, M.A. Crown Svo., 3s. bd. \ 

Ransome. — 'The Rise of Consti- | 

Tl'TJONAL GoiKRNMFXr EXiAAND. \ 

By Cyril Ransomk, M.A. Crown Svo. , 65. j 

Richman. Appen/.ell : - Pure De- j 

MOCRACY AND PaSTORAL I. IFF, IN INNER- j 
Phodfx. a Swiss Study. By Irving B. ! 
Richman, Consul-General of the United j 
States to Switzerland. With Maps. Crown I 
8vo., 55. 

Seebohm (Frederic). 

The English Village Community ' 
Examined in its Relations to the Manorial i 
and Tribal Systems, etc. With 13 Maps 
and Plates. 8vo., 16s. 

The Tribal System in JVales:. 
^ Being Part of an Inquiry into the Struc- i 
ture and Methods of Tribal Society. 
\Vith 3 Maps. 8vo., 12^. 


Sharpe. — London and the Kingdom: 
a History derived mainly from the Archives 
at Guildhall in tlvi custody of the Corpora- 
tion of the City of London. By Reginald 
R. Sharpe, D.C.L., Records Clerk in the 
Office of the Town Clerk of the City of 
London. 3 vols. 8vo. los. 6d, each. 
Smith. — C 1 R TIIA GE A ND THE Ca R TII- 
agin/ans. By R. Boswokth Smith, M.A., 
W'ith Maps, Plans, etc. Cr. 8vo., 3s. bd. 

Stephe ns. — A H/s tl )r i ' of the 
French Revolution. By H. Morse 
Stephens. Svo. Vols. 1. and II. i8s. 
each. 

Stubbs. — History of the Univer- 
sity OF Dublin, from its J^’oundation to 
the End of the Eighteenth Century. By J. 
W. Stubbs. 8vo., 125 . bd. 

Sutherland. - The History of A us- 

TRALIA AND N EW ZeaLA.M), from 1606- 
1890. By Alexander Sutherland, M. A., 
and George Sutherland, M.A. Crown 
8vo., 2s. bd. 

Taylor.—^ StudenTs Manual of 
, THE History OF India. By Colonel Mea, 

1 DOWS 'fAVLOR, C.S.L, etc. Cr. 8vo., 75. bd. 
j Todd. - Pa rlia menta ry Got 'ern- 

MENT IN I HE BRITISH COLONIES. By 
Alphkus Todd, LL.D. 8vo., 30J. net. 

Trevelyan. -7>/a' American LUav- 

i.ciioN. Parti. 1766-1776. By the Ht. Hon. 
Sir G. O. Trevelyan, Bart. 8 vo., ihs. 

Trevelyan. — England in the Age 

OF WvcL/FFF. By George Macaulay 
Trevelyan. 8vo., 155. 

Wakeman and Hassall.— ^a.svha 
Introductory to the Study of FnglI^h 

CONSTITUITONAL HISTORY. By Resident 
Members of the University of Oxford. 
Edited by Henry Offley Wakeman, 
M.A., and Arthur Hassall, M.A. Crown 
8vo., bs. 

Walpole. — History of England 
FROM THE Conclusion of the Great 
I Far in 1815 I'o 1858. By Sir Spencer 
Walpole, K.C.B. 6 vols. Crown 8vo., 
6 j. each. 

Wood-Martin. — Pagan Ireland : 
AN ArchmologicalSketch. a Handbook, 
of Irish Pre-Christian Antiquities. By W. 
G. Wood-Martin, M.R.I.A. With 512 
Illustrations. Crown Svo., 155. 

Wylie. — History of England 
under Henry IV. By James Hamilton 
Wylie, M.A., one of H.M. Inspectors ol 
Schools. 4 vols. Crown Svo. Vol. 1., 1399- 
14x14, los. bd. Vol. IL, 1405-1406, 15s. Vol. 
HI., 1407-T411, 155. Vol. IV., 1411-1)13'. 
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G. F. Savage Armstrong. Fcp. 8vo., ys. 6 d. 

Bacon. — The Letters and Life of 
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casional IVoRKS. Edited by James Sped- 
DiNG. 7 vols. 8vo., 4s. 
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By Walter Bagehot. Crown 8vo., 3s. 6</. 

Boevey.— ‘ The Perverse U’^idoii'' : 

bein*^ pa.ssages from the Life of Catharina, 
wife of William Boevey, Esq., of I'laxley 
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M.A. With Portraits, qto., 425. net. 

Carlyle. — Thomas Carlvt.e: A His- 1 
tory of his Life. By James Anthony j 
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1795-1835. 2 vols. Crown 8vo., 75. j 

1834-1881. 2 vols. Crown 8vo., 75. j 

Croz ier . — J /r Inner L i fe : 1 )c i n j; a ' 

• Chapter ift Personal Involution and Auto- 
biography. By John BfxttiI’: Cko/ikk, , 
Author of ‘ Civilisation and Progress,* etc. ' 

8 VO., iq.s. . 

Danton. — Life of Danton. Hy A. 

fi. BI’'4 £sly. With Portraits of Danton. his I 
Mother, and an Illustration of the Home of 
his family at vVrcis, ftvo., 12s. ! 
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Digby. — The Ihfe of Sir AInelmI 

Dig/a\ /n; oitf of his Drsicmiauts, the 1 
Author ot * Falklands,' etc. With 7 Ulus- , 
tratioiLs. 8vo., ifw. 
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Duncan. -A^imiral Dun an. By 1 

Tm: E\kl oe Cami'ekuown. With 3 Por- i 
traits. 8vo., 165. ■ 

Erasmus. and Letters of 

Erasmus. By James Anthony Feoude. 
Crown 8vo., 65. 

FALKLANDS. J^y the Author of 

‘The Life of Sir Kenelm Digby,* etc. 
With 6 Portraits and 2 other Illustrations. ; 
8vo., 105. ^d. 

Faraday. — Faraday as a Dis- 
coverer. By John T^N^Al.^.. Crown j 
8vo, -55. 6f/. 

CORK ION COURTS AND CO- \ 

Kinax HOMES. Hy A. .M. F. Crown ; 
8v()., 6s. ! 

Fox. — The Early History of 
Charles Jambs Fox. By the Right Hv&n. 
■Sir G. O. Trevelyan, Bart. 

Library Edition. 8vo., 185. 

Cabinci Edition. Crowb 8vo., 65. 


Halifax . — The 1.1 EE and /.etters of 
Sir George Savile. Baronet, First 
Marquis of IIalif.ix. By 1 1. C. Foxckoet. 

2 vols. 8vo., 365. 

Hamilton.— Z/AA' of Sir William 
Hamilton. By R. P. Graves. Hvo. 3 vols. 
155. each. Addendum. 8vo., 6d. sewed. 

Havelock. — Memoirs of Sir IlENRy 

IIavelocr, K.C.D. By John Clark 
Marshman. Crown 8vo., 35. 6</. 

Haweis. -j\Iy Musical Life. By 
the Rev. H. R. Haweis. With Portrait of 
Richard Wagner and 3 Illustrations. Crown 
8vo., 75. bd. 

Hiley. - Memories of Half a 

Ce.\hr\. By the Rev. R, W', Hiley, 
D.D., X’icar of W’ighill, T.idcasler. \\*ith 
Portrait. 8vo. 

Holroyd. — The Girlhood of Maria 

JosETUA Holroyd (Lady Stanley of 
Aldcrhy). Recorded in Letters of a Jlun- 
dred Years Ago, from 1776-1796, Edited by 
J. H. Adeane, With 6 Portraits. 8vo., 185. 

Jackson. Sti>neiyai.l Jaunson and 

niE A \iERic IX Civil 11' ir. By Lieut. -Col. 

G, F. R. Henderson. With 2 Poitraitsand 
33 Maps and Plans. 2 vols. Svo., ^2.5. 

Lejeune. — Memoirs of B iron Le- 

/EU.\E, Aide-de-Cainp to Marshals Berlhier, 
Davout, and Oudinot. 'I'ranslated and 
lulited from the Original Prencli by Mrs. 
.•Xk'iHUR Bm.i. (\. D'Anvers). 2 vols. 
8\o., 245. 

Luther. — L/ee 01 Luther. Uy 

Julius Kostlin. With 62 lllustrati»)ns 
and 4 Faesimilies of MSS. Crown 8vo., 

35. 6«/. , 

Macaulay. ■“-■ The Lii-l and L.etters 

OF Lord J/acai la]'. By the Right Hon. 

Sir G. O. Trevelyan, Bart. 

Puf^ular Edition. 1 \'ol. Cr. 8vo., 2 S.bd. 
Student's Edition i vol. Cr. 8vo., 65. 
Cabinet Edition. 2 vols. Post 8vo., 125. 

‘ Edinburgh ' Edition. 2 vols. 8vo., 65. 
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Library Edition. 2 vols. 8vo., 365. 

Marbot. — The Memoirs of the 
Baron de iMarrot. Translated from the 
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Max MxiWtr.— A i l D Lang S)ne. 

By the Right Hon. F. Max Mi ller. • 
With Poitrait. 8vo, 105. 6 d. * 
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Morris. — Tnn Life of William 
Morris. By J. W. Mackail. With 6 Por- 
traits and i6 Illustrations by E. H. New, 
etc. 2 vols. Svo., 32.?. 

Palgrave. — Francis 'Furnfr Pal- 

• GRAi'ii: His Journals, and Memories of his 
Life. By Gweni.lian F. Palgrave. With 
Portrait and Illustration. 8vo., los. M. 

Place. — The Life, of Francis Flack, 
i77i-i<S54. By Graham Wallas, M.A. 
With 2 Portraits. 8vo., 12s. 

Powys . - Fassaces from the 
Diaries oe Mrs. Piin.ir Lyhee I^oicis, 
of Hardwick H(nise, Oxon., 1756-1808, 
Edited by F.mii.y j. Climenson, of Shiplake 
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and PoY ys) and Photogravure Portrait. 

/LJJL l/vlUS//NyI : His Life and 
PiAViNGS. By the Right Hon. F. Max 
Mi^LLER. Crown 8vo., 5s. 

Reeve. — Memoirs of the Life and 

CORRE'iEOXDENCE OE H ENRY RKEVE, C./L, 
late Editor of the ‘ Edittburgh Review,’ and 
Registrar of the Privy Council. By John 
Knox Laughton, M.A. With 2 Portraits. 
2 vols. 8 Vo., 28.'?, 

Romanes. — The Life and [.etters 

OF George yoiiN Romanes, M.A., IJ..J)., 
F.R.S. Written and Edited by his Wife. 
With Portrait and 2 Illustrations. Cr. 8vo., 6s. 


Seebohm. — TheOxfor d Reformers 
~yoHN CoLET, Erasmus and Thomas 
More : a History of their Fellow-Work. 
By Frederic Seebohm. 8vo., 14s. 

Shakespeare. — Outlines of the 
Life of Shakespeare. By J. O. Halli- 
well-Phillipps. With Illustrations and 
Fac-similes. 2 vols. Royal 8vo., 215. 

Shakespeare’s 'True Life. By 

James Walter With 500 Illustrations by 
Gerald E. Moira. Ii?ip. 8vo., 21s. 

Verney. —Memoirs of the Verney 

Family. Compiled from the Letters and 
Illustrated by the Portraits at Clayden 
House. 

Vols. I. & II.. During the Civil IVar. 
By 1 'rancks Parthenope Verney. With 
38 Portraits, V/oodcuts and Fac-simile. 
Royal 8 vo., 425. 

Vol. HI., During the Commonwealth. 
1650-16C0. By Margaret M. Verney. 
With 10 Portraits, etc. Royal Hvo., 215. 
Vol. IV ., From the Restoration to the 
Revolui'ion. i 60 otc)i 6 g 6 . BvMakgaket 
M. Verney. Witli Ports. RdVal 8vo., 2i>. 
Wakley.-'-7’//A' Life .ixn '/lues of 
Thomas Wakley, Founder and First 
F.ditor of the ‘ l.ancet By S. Squiri’ 
SPRKitiK. With 2 Portraits. Svo., bs. 

Wellington. — Jhfe oe the^ Duke 
of IVei.lington. By the Rev. G. R. 
Glkki. M.A. Crown Svo.. 35. 6rf. 

Wollstonecraft. — yi Studyoi M'iry 

Woi.LS'IO.VECR.lE'r, AND THE RiGIITS OF 
j By Emma Rau'schenrusch 

i Clough, Ph.D. Hvo., ys. bd. 


Travel and Adventure, the Colonies, &e. 


Arnold. — Seas and J.ands. By Sir 
Edwin Aknoih). With 71 Illustrations. 
Crown 8vo., 3s. bd. ' 

Ball (J ohn). I 

/Lines and Notes, Fractic.il and 

SCIENTIEIC, FOR TraJ'ELLERS IN THE 
Ales: being a Revision of the General 
Introduction to the ‘ Alpine Guide ’. .\ 

New Edition, prepared on behalf of the 
Alpine Club, by W. A. B. Coolidge. 
Fcp. 8vo., 3.S'. net. 

The Alpine Guide. A New Edi- 
tion, Reconstructed and Revised on behalf 
of the Alpine Club, by W. A. B. Coolidge. 
Vol. I., The W estrrn Alps : the Alpine 
Region, South of the Rhone Valley, j 
from the Col de Tenda to the Simplon ' 
* Pass. With g New and Revised Maps. ! 
Crown Svo., I2s. net. 


Baker (Sir S. W.). 

Eight Years in Ceylon. With 6 
Illustrations. Crown 8 vo., 3.5. bd. 

The Rifle and the Hound in 
Ceylon. With 6 Illustrations. Crown 
Svo., 35. bd. 

Bent. — TV/a' Ruined Cities of Ma- 

SHON ALAND : being a Record of Excavation 
and Exploration in i8gi. By J. Theodo#<e 
Bent. With 117 Illustrations. Crown 
8vo., 35. bd. 

Bicknell. — Travel and Adventure 
IN Norj'hern Queensland. By Arthur 
C. Bicknell. With 24 Plates and 22 Ulus 
trations in the Text. 8 vo., 155. 

Bi^assey . — Vo va ges a nd Tra vei. s 
OF Lord Frassey, K.C.B., D.C.L., 186 . 2 - 
i8g4. Arranged and Edited by Captain S. 
. Eardley-Wilh'ot. 2 vols. Cr. Svo., iol 
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Brassey (the late Lady). 

A Voyage in the ‘ Sunbeam ’ ; Our 
Home on the O^kan for Eleven 
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Cabinet Edition. With Map and 66 
Illustrations. Crown 8vo., ^d. 

‘ Silver Library ’ Edition. With 66 Illus- 
trations. Crown 8vo., 3s. td. 

Popular Edition. With 60 Illustrations. 

4to., 6 d. sewed, is. cloth. 

School Edition. With 37 Illustrations. 
Fcp., 2S. cloth, or 3s. white parchment. 

Sunshine and Storm in the jEast. 

Cabinet Edition. With 2 Maps and 114 
Illustrations. Crown 8vo., 7s. 6</. 
Popular Edition. With 103 Illustrations. 
4to., td. sewed, is. cloth. 

In the Trades, the Tropics, and 
the ‘ N oar INC, Eorties ’. 

Cabinet Edition, With Map and 220 
Illustrations. Crown 8vo., 7s. fid. 
Popular Edition. With 183 Illustrations. 
4to., 6 d. sewed, is. cloth. 

Three Voyages in the ‘ Sunbeam \ 

Popular Ed. With 346 Illust. 4to., 2s. 6<L 

Browning,-- GirTs Wanderings 
IN Huncarv. By H. Kllkn Hrowni.ng. 
With Map and 20 Illustrations. Crown 8vo., 
3s. bd. 
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Churchill. — 7'ije Story of the 
Malakand Field Force, 1897. By ; 
Winston Spencer Churchiel, Lieut., 4th 
Queen’s Own Hussars. With 6 Maps and i 
Plans. Crown 8vo., 3s. bd. 

Ffroude (James A.), 

Oceana : or England and her Col- 
onies. Wit?i 9 Illustrations. Cr. 8vo.,3s. bd. ■. 
The English in the West Indies : ; 

or, the Bow of Ulysses. With g Illustra- ; 
tions. Crown 8vo., 2s. boards, 2s. bd. cloth. ; 

Howitt. — Vi sets to Remarkable 
Places. Old Halls, Battle-Fields, Scenes, 
illustrative of Striking Passages in English 
History and Poetry. By William Howitt. ' 
With 80 Illustrations. Crown 8vo., 3s. bd. 

• Knight (E. F.). 

The Cruise of the ^ Ale rtf’ : the > 
Narrative of a Search for Treasure on the 1 
Desert Island of Trinidad. With 2 Maps | 
and 23 Illustrations. Crown 8vo., 3s. bd. ■ 

Where Three Empires meet : a : 
Narrative of Recent IVavel in Ka.shmir, 
Western Tibet, Baltistan, Ladak, Gilgit, 
and the adjoining Countries. With a 
Map and 54 Illustrations. Cr. 8vo., 3s. 6d. 


Knight (E. F.)— contiuned, 

I'he '•Falcon' on the Baltic: a 
Voyage from London to Copenhagen in 
a Three-Ton ncr. With 10 L'lill-page 
Illustrations. Crown 8vo., 3s. bd. 

Lees and Clutterbuck. B.C. 1887 : 

A Ramble IN British Columbia. By J. A. ’ 
Lees and W. J. Clutterbuck. With Map 
and 75 Illustrations. Crown 8vo., 35. bd. 

Macdonald. — TheGoldCoast: Past 

AND Present. By George MacoonaJvI:), 
Director of PMucation and H.M. Inspector 
of Schools for the Gold Coast Colony and 
the Protectorate. With 32 Illustrations. 
Crown 8vo., 75. bd. 

Max Miiller. --ZA'/'yV'.ViW from Con- 
stantinople. By Mrs, Max Muller. 
With 12 Views ot Constantinople and the 
neighbourhood Crown 8vo., 65. 

Nansen. — The First Crossing of 
Greenland. By Fridtjoe Nansen. With 
143 Illustrations and a Map. Crown 8vo., 
35. bd. I 

Oliver. ■Crags and Craters: 

Rambles in the Island of Reunion. By 
William Dudley Oliver, M.A. With 
27 Illustrations and a Map. Cr. 8vo., 6s. 

Smith. — Climbing in the. British 
Isles. By W. P. Haskett Smith. With 
lllustiations by Ellis Carr, and Numerous 
Plans. 

Part I. England. iCmo., 3s. bd. 

Part II. Wales and Ireland. i6mo.. 
35. bd. 

Stephen. — The Play-Ground of 
Europe (The Alps). By Leslie Ste- 
phen. With 4 Illustrations. Crown 8vo., 
3s. bd. 

THREE \n nor WA Y. By Two 

of Them. With a Map and 59 Illustrations. 
Crown 8vo., 2s. boards, 2 S. bd. cloth. 

Tyndall. —The Glaciers oe the 
Alps: being a Narrative of Excursions 
and Ascents. An Account of the Origin 
and Phenomena of Glaciers, and an Ex- 
position of the Physical Principles to which 
they are related. By John Tyndall, 
ILR.S. With 61 Illustrations. Crown 8vo., 
6s. bd. net. 

Vivian. — Seruia : the Poor Man’s 
Paradise. By Herbert Vivian, M.A., 
Ohlcer of the Royal Order of Takovo. 
With Map and Portrait of King Alcx^ 
ander.* 8vo,, 15s. • 
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Steel (John Henry, F.R.C.V.S., 

F.Z.S., A.V.D.)*, late Professor of Veterin- ; 
ary Science and Principal of Bombay 
Veterinary College. 

A Treatise on the Diseases of 
THE Dog : being a Manual of Canine 
Pathology. Especially adapted for the use 
of Veterinary Practitioners and Students. 
With 88 Illustrations. 8vo., los. bd. , 
A Treatise on the Diseases of 

TUB Ox ; being a Manual of Bovine 
Pathology. Especially adapted for the j 
use of V'eterinary Practitioners and : 
Students. With 2 Plates and 117 
Woodcuts. 8vo., 155. I 

A Trea riSE ON THE Diseases of j 


Fitzwygram. — Horses and 

Stables. By Major-General Sir F. Fitz- 
vvYGRAM , Bart. With 56 pages of Illustra- 
tions. 8vo., 25 . Qd. net. 

Schreiner. — The Angora Goat 

(published under the auspices of the South 
African Angora Goat Breeders’ Association), 
and a Paper on the Ostrich (reprinted from 
the Zoologist for March, 1897). With 26 
Illustrations. By S. C. Cronwright 
Schreiner. 8vo., 105. bd. 

‘ Stonehenge.’ — The Dog in 

Health and Disease. By ‘ Stone- 
HENGE ’. With 78 Wood Engravings. 
8vo., 75. bd. 


THE Sheep: being a Manual of Ovine ' Youatt (William). 

Pathologv lor the u.se of Veterinary Prac- ' i s -r^ 1 

titioners and Students. With Coloured i The IIorse. Revised and Enlarged 
Plate and gg Woodcuts. 8vo., 125. by W. Watson, M.R.C.V.S. With 52 

Outlines of Equine Ana tomy ; a | Wood Engravings. 8vo., 75. bd. 

Manual for the use of Veterinary Students ' The Dog. Revised and Enlarged, 
in the Dissecting Room. Cr. 8vo., 75. bd. With 33 Wood Engravings. 8vo., bs. 
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' THE BADMINTON LIBRARY. 

Edited by HIS GRACE THE DUKE OF BEAUFORT, K.G., and A. E. T. WATSUJN. 
Complete in 29 Volumes. Crown 8vo., Price 10s. bd. each Volume, Cloth. 

The Voluiiifs are also issued half-bound in Leather., with gilt top. The price can be had 
from all Booksellers. 


ARCHER y. Hy C. J. Longman and 
Col. H.Walrond. With Contributions by 
Miss Legh, Viscount Dillon, etc. With 
2 Maps, 23 Plates and 172 Illustrations in 
the Text. Crown 8 vo. , 105. bd, 

ATHLETICS. By Montague 

Shearman. With Chapters on Athletics 
at School by W. Beachkr Thomas ; Ath- 
letic Sports in America by C. H. Sherrill ; 
a Contribution on Paper-chasing by W. Rye, 
and an Introduction by Sir RidHAKi) We»- 
STEK, Q.C., M.P. With 12 Plates and 37 
Illustrations in the Text. Cr. Svo., 105. bd. 

BIG GAME SHOOTING. By 

Clive Phillipps-Wolley. 

Vol. I. AFRICA AND AMERICA. 
With Contributions by Sir Samuel W. 
Baker, W. C. Oswell, F. C. Selous, 
etc. With 20 Plates and 57 Illustrations 
in the Text. Crown 8 vo., 105. bd. 

Vol. II. EUROPE, ASIA, AND THE 
ARCTIC REGIONS. With Contribu- 
tions by Lieut.-Colonel R. Heber 
» Percy, Major Algernon C. Heber 
Pe^cy, etc. With 17 Plates and 36 Illus- 
trations in the Text. Cr. 8vo., 105. bd. 


BILLIARDS. By Miyor W. B'^oad- 

FOOT, R.E. With Contributions by A. H. 
Boyd, vSvdenham Dixon, W. J. Ford, gtc. 
With II Plates, ig Illustrations in the Text, 
and numerous Diagrams. Cr. 8vo., 105. bd. 

COURSING AND FALCONRY. 

By Harding Cox, Charles Richardson, 
and the Hon. Gerald La.scelles.' Witfi 
20 Plates and 55 Illustrations in the Text. 
Crown 8vo. , los. bd. 

CRICKET. By A. G. Steel and 
j the Hon. R. H. Lyttelton. With Con- 
; tributions by Andrew Lang, W. G. Grace, 

' F. Gale, etc. With 13 Plates and 52 Illus- 
trations in the Text. Crown 8vo., los. bd. 

C YCLING* By the Earl of Albe- 
marle and G. Lacy Hillier. With 19 
Plates and 44 Illustrations in the Text. 
Crown 8vo., io5. bd. , 

! DANCING. By Mrs. Lilly Grove, 
F.R.G.S. With Contributions by Miss 
Middleton, The Hon. Mrs. Armytage, 
etc. With Musical Examples, and 38 Full- 
page Plates and 93 Illustrations in the Text. 
Crown 8vo., 105 . bd. 

DRIVING. By His Grace the Duke 
of Beaufort, K.G. With Contributions by 
A. E. T. Watson the Earl of Onslow’, 
etc. With 12 Plates and 54 Illustrations 
in ihe Text. Crovui 8vo., 105 . bd. ^ 
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THE BADMINTON 

FENCING, BOXING, AND 

WRESl'LING. By Waltkr II. Foi .LOCK, 
F. C. Grovk, C. Prevort, E. B. Mitchell, 
and Walter Armstrong. With iS Plates 
and 24 Illust. inthe Text. Cr. 8vo., 105. bd . 
FISHING. Hy H. Cholmondeley- 
Pennell. 

Vol. L SALMON AND TROUT. With 
Contributions by H. R. Francis, Major 
John P. Traherne, etc. With g Plates 
and numerous Illustrations of Tackle, 
etc. Crown 8vo., los. 6</. 

Vol. II. PIKE AND OTHER COARSE 
FISH. With Contributions by the 
MARguis*OF E.xeter, William Senior, 
G. Christopher Davis, etc. With 
7 Plates and numerous Illustrations of 
Tackle, etc. Crown 8vo., 105. bd. 

FO O 2 FA LL. By IVI o n tag u e S h e a r- 

MAN, W. J. Oakl]':y, G. O. Smith, Frank 
Mitchell, etc. With ig Plates and 35 
Illustrations in the Text. Cr. Svo.. JOi'. bd. 

GOLF. .,By Horace G. Hutchinson. 

With Contributions by the Rt. Hon. A. J. 
Balfour, M.P., Sir Walter Simpson, Bart., 
Andrew I.ang, etc. With 32 Plates and 57 
Illustrations in the Text. Cr. 8vo., loj?. bd. 

HUNTING. By His Grace the Duke 

OF Bjii AU FORT, K.Q/, and Mowhray Morris. 
With Contributions by the Earl of Suffoi.k 
and Berkshire, Rev. E. W. L. Davies, 
Ci. H. Longman, etc. With 5 Plates and 54 
Illustrations in the Text. Cr. 8vo., 10s. bd. 
MOUNTAINEERING. I3y C. T. 

Dent. With Contributions by Sir W. M. 

‘ CoNt'^AY, D. W. Freshfielu, C. E. 
Matthews, 3 etc. With 13 Plates and gs 
Illustrations in the Text. Cr. 8vo., 10s. bd. 

POETRY OF SPORT (THE).— 

Selected by Hedley Peek. With a 
Chapter on Classical Allusions to Sport by 
Andrew L\ng, and a Special Preface to 
the BADMINTON LIBRARY by A. E. T. 
Watson. With 32 Plates and 74 Illustra- 
tions in the Text. Crown 8vo., los. bd. 

RACING AND STEEPLE-CHAS- 

» ING. By the Earl of Suffolk and 
Berkshire, W. G. Craven, the Hon. E. 
Lawley, Arthur Coventry, and A. E. T. 
Watson. With Frontispiece and 56 Illu.s- 
trations in the Text. Crown 8vo., los. bd. 

RIDING AND POLO. By Captain 
Robert Weir, J. Moray Brown, T. F. 
Dale, The Duke of Beaufort, The Earl 
of Suffolk and Berkshire, etc. AVith 
18 Plates and 41 Illustrations in the Text. 
Crown 8vo., los. bd. 


LIBRARY — contiuuetl. 

RO niNG. By R. P. P. Rowk and 

C. M. Pitman. With Chapters on Sicerinjr 
by C. P. Serocolo and b'. C. Bkcg ; .Met- 
ropolitiin Rowing by S. Ll Bi.anc Smith ; 
and on PUNTING by P. W. Sgi iRL. With 
75 Illustrations. Crown Svo., 105. bd. » 

SEA FISHING. By John Bicker- 

DYKE, Sir II. W. Gore-Booth, .\li'Rel 
C. Harmswokth, and W. Senior. With 
22 Full-page Plates and 175 Illustrations in 
the Text. Crown Svo., 105. bd. 

SHOOTING. 

Vol. I. FIELD AND COVERT. By Lord 
Walsingham and Sir Ralph Payne- 
Gallwey, Bart. With Contributions by 
the lion. Gerald Lasceli.es and A. J. 
Stuart-Woktlkv. With ii Plates and 
g4 lllusts. in the Text. Cr. 8vo., 105. bd. 
Vol. 11 . MOOR AND MARSH. By 
Lord Walsingham and Sir Ralph Payne* 
Gallwev, Bart. With Contributions by 
Lord Lovat and Lord Charles Lennox 
Kerr. With 8 Plates and 57 Illustrations 
in the Text. Crown 8vo., 105. bd.'* 

SEATING, CURLING, TOBOG- 
GANING. By J. M. Heathcote, C. G. 
Tebhutt, T. Maxwell Witham, Rev. 
John Kerr, Ormond Hake, Henry A. 
Buck, etc. With 12 Plates and 272 Illus- 
trations in the Text. Crown 8vo., 105. bd. 

SWLMMING. By ARcninALD Sin- 
clair and Wii. LIAM Henry, Hon. Secs. of the 
Life-Saving .Society. With 13 Plates and 106 
Illustrations in the Text. Cr. 8vo., 105. bd. 

TENNIS, LA WN TENNIS, 
RACKETS AND FIVES. By J. M. and 
C. G, Heathcote, E. O. Plevdell-Bou- 
vERiB:,and A. C. Ainger. With Contributions 
by the Hon. A. Lyttelton, W. C. Mar- 
shall, Miss L. Dod, etc. With 12 Plates and 
O7 Illustralions in the Text. Cr. 8vo., los, bd. 

YACHTING. 

Vol. I. CRUISING, CONSTRUCTION 
OF YACHTS, YACHT RACING 
RULES, EITTING-OUT, etc. By Sir 
Edward Sullivan, Bart., The Earl of 
Pembroke, Lord Brassey, K.C.B., C. 
E. Seth-Smith, C.B., G. L. Watson, R. 
T. Pritchett, E. F. Kntgh'i', etc. With 
21 Plates and 93 Illustrations in the Text. 
Crown 8vo., los. bd. 

Vol. II. YACHT CLUBS, YACHT- 
ING IN AMERICA AND THE 
COLONIES, YACHT RACING, etc. 
By R. T. Pritchett, The Marquis of 
Duffekln and Ava, K.P,, The Earl of 
Onslow, James McFerran, etc. WitI) 
35 .plates and 160 Illustrations in the 
Text. Crown 8vo., los. bd. ’ 
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FUR, FEATHER, AND FIN SERIES. 

Edited by A. E. T. Watson. 

Crown 8vo., price 5s. each Volume, cloth. 


* The Voliivies arc also issued half -hound in 

from all J 

THE PARTRIDGE. Natural His- 
tory, by the Rev. H, A. Macpukkson ; 
Shooting, by A. J. Stuart-W’okti.ey ; 
Cookery, by Georok Saintshury. With 
1 1 Illustrations and various Diagrams in 
the Text. Crown cSvo., 55. 

THE GROUSE. Natural History, by 
the Rev. H. A. Macpherson; Shooting, 
by A. J. Stuart-Worteky ; Cookery, by 
George Saintshury. With 1 3 Illustrations 
and various Diagrams in the Text. Crown 
8vo., 5s. 

THE PHEASANT. Natural History, 

by the Rev. H. A. Macpherson ; Shooting, | 
by A. J. Stuart-Worteey ; Cookery, by ; 
Ar.E.XANnER Innks Siiand. With 10 Illus- j 
trations and various Diagrams. Crown ! 
Svo., ^s. 

THE HARE. Natural History, by j 
the Rev. H. A. Macpherson ; Shooting, j 
by the Hon. Gerald Lasceij.ks ; Coursing, ' 
by Charles Richardson ; Hunting, by J. 
S. GiMHONsand G. H. Longman; Cookery, j 
by Col. Kenney Herhkrt. With 9 
Illustrations. Crown 8vo, 5s. 


Andre^ COLOXF.L BogEV' S SKETCH- j 

Book. Comprising an l^ccentric Collection | 
of Scribbles and Scratches found in disused i 
Lockers and swept up in the Pavilion, to- j 
gether with sundry After-Dinner Sayings i 
of the Colonel. Hy R. Andre, West Herts j 
Golf Club. Oblong 4to., 2.9. 1 

BADMINTON MA GA ZINE j 

(///£') OF Sports and Pastimes. Edited 
by Alfred E. T. Watson (“ Rapier ”). ; 
W'ith numerous Illustrations. Price is. 
monthly. 

Vols. I.-VII. 65. each. 

DEAD SHOT(The): or, Sportsman’s ; 

Complete Guide. Being a Treatise on the U se 
of the Gun, with Rudimentary and Emishing 
Lessons in the Art of Shooting Game of all 
kinds. ALso Game-driving, Wildfowl and | 
Pigeon-shooting, Dog-breaking, etc. By 
Marksman. With numerous Illustrations. 
Cro\yn 8vo., los. 6d. 


Leather., with gilt top. The price can be had 
uwksellers. 

RED DEER.— Natuml History, by 

the Rev. H. A. Macpherson; Deer Stalk- 
by Cameron of Lochiel ; Stag 
Hunting, by Viscount Ehrington ; 
Cookery, by Alexander Innks Shan]>. 
With 10 Illustrations. Crown 8vo., 55. 

T/JE SALMON. By the Hon. A. \\. 

Gathorne-I Iardy. With Chapters on the 
Law of Salmon f ishing by Ci.aud Dougi.as 
Pennant; Cookery, by v\i.exandek Innks 
Shand. With 8 Illustrations. Cr. 8vo., 5.9. 

THE TROUT. By the Makqui:ss 

OF Granby. With Chapters on the Breed- 
ing of Trout by Col. H. Custance ; and 
Cookery, by Alexander Inneh Shand. 
With 12 Illustrations, Crown 8vo., 3s. ^ 

2 HE RABBIT. By James J^dmund 

ITakting. With a Chapter on Cookery by 
At.exandf.r Inn’es Shand. With 10 illus- 
tions. Crown 8vo., 5.S. 

WILDFOWL. Hy the Hon. ^ J ohn 

"cott Montagu, etc. With Illustrations, 
etc, [/« preparation. 


Ellis. — C '//ESS S/\i//Ks ; or, ^hort and 
Bright Games of Chess, Collected agd 
Arranged by J. 11 . Ellis, M. A. 8vo., <45. td. 

Folkard.^ — 2'//e W//.d-Eojiv,e/< : A 

Treatise on Fowling, Ancient and Modern, 
descriptive also of Decoys and Elight-ponds, 
Wild-fowl Shooting, Gunning-punts, Shoot- 
ing-yachts, etc. Also Fowling in the Fens 
and in Foreign Countries, Rock-fowling, 
etc., etc., by H. C. Folkard. With 13 En- 
gravings on Steel, and several Woodcuts. 
8vo., I2S. 6 d. 

Ford. — The Theory and Practicm ^ 
OF Archery. By Horace Ford. New * 
Edition, thoroughly Revised and Re-written 
by W. Butt, M.A. With a Preface by C. 

J. Longman, M.A. 8 vo., 14s. 

Francis. — A Book on Angling: or, 

Treatise on the Art of Fishing in every 
Branch ; including full Illustrated List of Sal- 
mon Flies. By Francis Francis. With Por- 
trait and Coloured Plates. Crown 8vo., 15^. 
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Gibson. — Tobogganing on Crooked 
Runs. By the Hon. Harry Gibson. With 
Contributions by F. oe B. Strickland and 
‘ Lady-Toboganner ’. With 40 Illustra- 
tions. Crown 8vo., Gs. 

Graham. — Country Pastimes for 

Boys. By P. Andkkson Graham. With 
252 Illustrations from Drawings and 
Photographs. Crown Svo., 35. 6 ^/. 

Hutchinson. — 'The Book of Goi.e 

jxi ) Go / j -'/-: us . By Horaci'. G. Hutchin- 
son. With Contributions by Miss Amy 
Pascoe, II. II. Hilton, J. II. 'rAVLoK, 11 . 
J. WiiiGHAM^, and Messrs. Sutton A: Sons. 
With 71 Portraits, etc. MediutnSvo., 1S5. net. 

A N(HHNG Sketches. By I 
Andrew Lang. With 20 Illustrations. | 
Crown 8vo., 35. bd. j 

Lillie.—C roOUE’t: its History, Rules 
and Secrets. By Arthur Lillie, Champion, 
Grand National Croquet Club, 0872; Winner 
of the ‘ /ill-Comers' Championship,’ Maid- 
stone, t8cj6. With 4 Full-page Illustrations 
by Lucikn Davis, 15 Illustrations in the 
Text, and 27 Diagrams. Crown 8vo., 6s. 

Longman. — Chess Openings. By 
Frepprick W. Longman. Fcp. 8vo., 2s. bd. 

Madden. — The Diary of Master 
JP'/ fAJAM Silence : a Study of Shakespeare 
and of Elizabethan Sport. By the Right 
Hon. D. H. Madden, Vice-Chancellor of the 
University of Dublin. Svo., i6s. 

Maskelyne.— and Flats : a 
Complete Revelation of the Secrets of 
Cheating at Games of Chance and Skill. By 
John Nevil Maskklyne, of the Egyptian 
Hall. With 62 Illustrations. Crown bvo., 65. 

Moffat. — CricketyCricket: l^hymcs 
and Parodies. By Douglas Moei at, with 
Frontispiece by Sir I'ra.nk Lockwood, Q.C., 
M.P., and 53 Illustrations by the Author. 
Crown Svo, 2s. bd. 

*I^ark. — The Game of Golf. By 
William Park, Jun., Champion Golfer, 
1887-89. With 17 Plates and 26 Illustra- 
tions in the Text. Crown 8v0., 7s. bd. 

Payne-Gallwey (Sir Ralph, Bart.). 

Letters to Young Shooters (I^rst 
Series). On the Choice and use of a Gun. 
With 41 Illustrations. Crown 8vo., 75 . bd. 


Payne-Gallwey (Sir Kalph, Bart.) 

— cont'niHt'd. 

Letters to Young S hooter si^^tzowdi 

Series). On the Production, Preservation, 
and Killing of Game. With Directions 
in Shooting Wood- Pigeons and Breaking- 
in Retrievers. With Portrait and 103 
Illustrations. Crown 8vo., 12.?. bd. 

L.etters to Young Shooters. 
(Third Series.) Comprising a Short 
Natural History of the Wihlfowl that 
are Rare or Common to the British 
Islands, with complete directions in 
Shooting Wildfowl on the Coast and 
Inland. With 200 Illustrations. Crown 
Svo., iHs. 


Pole— The Theory of the Modern 
vS( lEXTiEic Game of I Ujirsr. By William 
1*01.1'., F.R.S. Fcp. Svo., 25 . bd. 


Proctor, TO Pf.AY IFhist: 

wr/'H THE Laws and Utiqurtte of 
W iiiST. By Richard A. Proctor. Crown 
Svo., 35. bd. 


Ribblesdale. — '2 'he Q i u-:en's Hi > i -nds 
axd Stag-JIuxtixg Recollections. By 
Lord Ribblesdale, Master of the Buck- 
hounds, 1892-95. With Introductory 
Chapter on the Hereditary Mastership by 
h'. Burrows. With 24 Plates and 35 Illus- 
trations in the Text. Svo., 255. 


Ronalds.^ 77 /a’ Fly-Fisher's Ento- 
mology. By Alfred Ronalds. With 20 
coloured Plates. 8vo., 145. 


Watson.— A'/ icva6’ and 'Chasing: a 
Collection of Sporting Stories. By Alfred 
E. T, Watson, Editor of the ‘ Badminton 
Magazine’. With 16 Plates and 36 Illus- 
trations in the Text. Crown 8v’0, 75. bd. 


Wilcocks. — The Sea Fisherman : 
Comprising the Chief Methods of Hook and 
Line Fishing in the British and other Seas, 
and Remarks on Nets, Boats, and Boating. 
By J. C^ Wilcocks. Illustrated. Cr. 8vct.,65. 
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f LOGIC, RHETORIC, PSYCHOLOGY, <^C. 


Abbott. — 7// A' TsAAWA'.vy.s' OF Logic. 

By T. K. Akrott, B.D. 121110., 35. 

Aristotle. 

The Ethics: Greek Text, Illustrated 
with Essay and Notes. By Sir Alexan- 
der Grant, Bart. 2 vols. 8vo., 32s. 

An Introduction to Aristotle's 
Ethics. Books 1 . -IV. (Book X. c. vi.-ix. 
in an Appendix). With a continuous I 
Analysis and Notes. By the Rev. E. | 
Moore, D.D. Crown 8vo. los. 6d. \ 

Bacon (Francis). 

Complete I Ho res. Edited by R. L. 
Ellls, James Spedding and D. D. 
Heath. 7 vols. 8vo., 7^3 13s. 6(/. 

Letters and Life, including::; all his ; 
occasional Works. Edited by James j 
Spkdding. 7 vols. 8vo., £\ 45. j 

The Ess a i '.v : with Annotation s. By > 
Richard Whatei.y, D.D. Svo., los. 6</. ! 
The Essays : with Notes. By F. ; 

Storr and C. H. Gibson. Cr. Svo, 3s. 6(/. ! 
The Essays: with Introduction,; 
Notes, and Index. By E. A. Arbo i t, D.D. 

2 Vols. Ecp. 8vo., 65. The Text and Index | 
only, without Introduction and Notes, in j 
One Volume. Fcp. 8vo., 2s. 6(i. 

Bain (Alexander). 

Mentai, Science. Cr. 8vo., 65. 6r/. 
Moral Science. Cr. 8vo., 45. Cd. \ 

The two works as above can be had in one ; 

volume, price loj. bd. \ 

Senses and theIntell ia 't. 8vo., i 55. | 
Emotions AND the Will. 8vo., 155. j 
Logic, Deductive and Inductu’e. j 

Part 1 . 45. Part 11 . 6s. bd.,. | 

Practical Essays. Cr. 8vo., 25. | 

Bray. — The Philosophy of Neces-\ 
stty : or. Law in Mind as in Matter. By | 
Charles Bray. Crowm 8vo., 5s. 

Crozier (John Beattie:). ! 

Civilisation AND Progress : beinj; | 
the Outlines of a New System of Political, j 
Religious and Social Philosophy. 8 vo.,i4J. ; 

History of Intellectual De- i 

VELOPMENT ; Oil the Lines of Modern j 
Evolution. I 

Vol. I. Greek and Hindoo Thought ; Grajco- 
Roman Paganism ; Judaism ; and Christi- 
' anity down to the Closing of the Schools 
bi Athens by Justinian, 529 a.d. 8vo., 145. 


Davidson. — The Logic of Defini 

riox. Explained and Applied. By Williat 
L. Davidson, M.A. Crown 8vo., 65. 

Green (Thomas Hill). — The Work: 

OP'. Edited by R. L. Nettleship. 

Vols. 1. and H. Philosophical Works. 8vo. 
165. each. 

Vol. III. Miscellanies. With Index to thi 
three Volumes, and Memoir. 8vo., 215. 

Lectures on the Principles Oi 
Political Obligation. With Prefao 
by Bernard Bosanquet. 8vo., 55. 

Hodgson (Siiadworth H.). 

Time and Space: A Metaphysica 
Essay. 8vo., 165. 

The Theory of Practice: ai 
Ethical Inquiry. 2 vols. 8vo., 2^s. 
The Philosophy of Reflection 
2 vols. 8vo., 21Jf. 

The AIetajtiysic of Experience 
Book T. General Analysis of Experience 
Book IT. Positive Science; Book Ilf 
Analysis of Conscious Action ; Book IV 
The Real Universe. 4 vols. 8vo., 365. net 

Hume. — The Philosophical Work: 
OF David Hume. Edited by T. H. Gree? 
and T. H. Grose. 4 vols. 8vo., ntS5. 0i 
separately, Essays. 2 vols. 145. 'rREA i isi 
or Human Nati’ke. 2 vols. 145. ^ 

James. — 77//; Will to Be id E\'E,'A.r\i 

Other Essays in Popular Philosophy. B) 
William James, M.D., LL.D., etc. Crowr 
tSvo., 7s. bd. , • 

Justinian. — The Inset tutes 01 

yusriN/AN: Latin Text, chiefly that ol 
Iluschke, with English Introduction, Trans 
lation. Notes, and Summary. By Thomas 
C. Sandars, M.A. 8vo., 185. 

Kant (Immanuel). 

Critique of Practical Reason, 
AND Other Works on the Theory 01 
Ethics. Translated by T. K. Abbott, 
B.D. With Memoir. 8vo., 12s. bd. 
Fundamental Principles of Tift 
Metaphystc of Ethics. Translated by 
T. K. Abbott, B.D. Crown hvo, 3s. 
Introduction to Logic, and his 
Essay on the Mistaken Subtilty oi 
the Four Figures.. Translateif by 1 '. 
K. Abbott. 8vo., 65. 

KUlick . — Handbook to Mill's 
System of Logic. By Rev. A. H* 
Killick, M.A. Crown 8vo., 35. bd. 
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LOGIC, RHETORIC. 
Ladd (George Trumbull). 
F///LOSor//y of A'.YOjrLFDOF : an 
Inquiry into the Nature, Limits and 
Validity of Human Cognitive Faculty. 
8 VO., 18s.' 

Philosophy OF Mind : An Essay on 
the Metaphysics of Psychology. 8vo., i6s. 

Elements of Physiological Psy- 
chology. 8 VO., 215 . 

Oil TL INES OF DeSCRIPTH 'E Ps \ ■( 7 /( >- 
LOGY : a Text-Hook of Mental Science for 
Colleges and Normal Schools. Svo.. 125. 

Outlines of Physiological Psy- 
chology, 125 . 

Primer of Psychology. Cr. 8 vo., 

55. 6</. 

Lutoslawski. — The Origin and 

Gkoiyi'h of Flato's I.ogic. With an 
Account of Plato's Style and of the Chrono- 
logy of his Writings. Hy Winci-.nty 
^ LuTO.SLA^VSKI. 8v0., 215 . 

Max M tiller. — The Science oh 

T HOI 07 //’. By V. Max Muller. Svo., 215. 

Mill.- . Ina/a'sis of the Phenomena 
OF THE Human Mjnd. Hy James Mile. 
2 vol;?. 8vo., 285. 

Mill (John Stuart). 

A System of Logic. Cr. 8 vo., 3 .'^. 6 rf. 
On Liperty. Crown 8 vo., i.s-. qr/. 
Consider A tions on Represen ta- 

TIVE Govrrxmem'. Crown Svo., 2.?. 
Utilitarianism. 8vo., 25 . 6r/. 

Examination of Sir I Villi am 
Hamilton's Philosophy. 8vo., 165. 

Na ture, the Utility of Religion, 
AND Theism. Three Essays. Svo., 5s. 

Mo nek. — An /ntroduction to 
* Logic. By Wtueiam Hkxrv S. Monck, 
M.A, Crown 8vo., 55. 

Romanes. — MiAuy and Motion and 

Monism. By George John Romane.s, 
LL.D., F.R.S. Cr. 8vo., 45. bd. 

Stock. — Lectures in the Lycia’m ; 
or, Aristotle’s Ethics for English Readers. 
Edited by St. George Stock. Crown 
8 vo., 75. bd. 

’ ' « f 


PSYCHOLOGY, &^C. 

i Sully (James). * 

! The Human ATind : a Text-book of 

^ Psychology. 2 vols. 8vo., 215. 

j Outlines of Psychology. Crown 

I Svo., 95. 

I The Teacher's Hand rook Of Psy- 

j CHOLOGY. Crow'n 8vo., bs. bd. * 

! Studies of Childhood. 8 vo., 

105 . bd. 

Childre.x's IVays: being Selections 
from the Author’s ‘ Studies of Childhood ’. 
With 25 Illustrations. Crown Svo., 45. bd. 

Sutherland. — The Origin and 
Growth of ihe Moral Instinct. By 
AeEXANDER SUTHERl.ANO, M.A. 2 Vols. 
Svo, 2S5. 

: Swinburne. — Pu turf Logic : an 

! Attempt to Popularise the Science of 
' Reasoning. Hy Alfred James Swinburne, 
M.A. With 23 Woodcuts. Cr. 8vo., 25. 6(/. 

Webb. - ■'Phe Veil of /sis : a Series 
of Essays on Idealism. Hy ThomIlS E. 
VVehii, LL.D., Q.C. Svo., 105. bd. 

Weber. — /Lis I'tucY o f Ph i l ( )soph y. 

Hy Alfred Wf.bkr, Professor in the Uni- 
versity of Strasburg. Translated hy Frank 
Thillv, Ph.D. Svo., 16.9. 

Whately (Arciij3i.shop). 

Baco.Cs Essa ]’s. With Annotations. 
Svo., 105 . bd. 

El EM ENTS OF I.OGIC. Cr. 8vo. , 4.S. 6r/. 
Elements OF Rhetoric. Cr. 8vo., 

45, bd. 

Zeller (Dr. Edward). 

The Stoics, Epicureans, and 
ScKPTKi. Translated hy the Rev, O. J. 
Keichel, M.A. Crown 8vo., 155. 
Outlines of the History of 
Greek Philosophy. Translated by 
Sarah F. Allkyne and Evelyn Abbot i’, 
M.A., LL.D. Crown 8vo., 10s. bd. 

Plato and the Older Academy. 

Translated by Sarah h'. Alleynk and 
Alfred Goodwin, B.A. Crown 8vo., 
18s. 

Socrates and the Socratic 
Schools. Translated by the Rev. O. 

J. Keichel, M.A. Crown 8 vo., 105. bd. 

A RIS n ) TL F. . I ND THE Ea RL IER Per /- 
PAl'F.Tics. Translated by B. F. C. Cos- 
TELi4)E, M.A., and J. H. Muirhead,* 
M.A. 2 vols. Crown 8vo., 245. * ’ 
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^MANUALS OF CATHOLIC PHILOSOPm. 

( atony hurst Scries.) 

A Manual op Political Economy. \ Moral Philosophy (Ethics and 
By C. S. DiivAS, M.A. Crown 8vo., 65. bd. \ Natural Law). By Joseph Rickaby,S.J. 

First Principles of Knowledge. \ 5 ^- 

By John Rickabv, S.J. Crown Svo., 55. , 

•' t:> T \ Natural Ihicology. By Bernard 

Grh.NhRAL MlTAPH\SI(.S. By JOHN | BoEHUER, S.J. Crown 8vo., 65. 6</. 

Rickaby, S.J. Crown 8vo., 55. i 

Logic. By Richard F. Clarke, S.J. j Psychology. By Michael Maher, 
Crown 8vo., 5s. I S.J. Crown 8vo., 65. bd. 


History and Science of Language, &c, 


Davidson. — Lea ding a nd Impor t- 
ANT English Words : Explained and Ex- 
emplified. By William L. Davidson, 
M.A. Fcp. 8vo., 3s. bd. 


F arrar. - - La ng ua ge a nd Lang ua ges: 
By E. W. Farrar, D.D., Dean of Canter- 
bury. Crown 8vo., 65. 

Graham. — Engl isii Si non) 'ms^ 
Classified and Explained ; with Practical 
Exercises. By G. F. Graham, Fcp. 8vo., 65. 


Max Muller (F.). 

The Science of Lang ua ge. — F ound- 
ed on Lectures delivered at the Royal In- 
stitution in 1861 and 1863. 2 vols. Crown 

8 V 0 ., 105 . 

Biographies of Words., and the 
Home of the Aryas. Crown 8vo., 55. 

'' • 

R O g e t. — Thesa UR us OF English 
Words and Phrases. Classified and 
Arranged so as to Facilitate the Expression 
of Ideas and assist in Literary Composition. 
By Peter Mark Roget, M.D., F.R.S. 
With full Index. Crown Svo. , ic^s. bd. 

Whately — English Synonyms. 

E. Jane Whately. Fcp. 8vo., 3s. 


Political Economy and Economics. 


Ashley. — English Economic His- ' Leslie. — Essays on Political Eco- 
TORY and Theory. By W. J. Ashley, 1 .voii/r. By 'I'. K. Cliefe Leslie, Hon. 
M.A. Cr. 8vo., Part I., 55. Part 11 . , los. bd. | LL.D., Dubl. Svo, 105. bd. 


Bsigehot— Economic StIudies. By : 
Walter Bagkhot. Crown 8vo., 35. bd. i 

Brassey. — Papers and Addre.sses i 
ON Worn AND Wages. By Lord Brassey. i 
Edited by J. Potter, and with Introduction | 
by George Howell, M.P. Crown 8vo., 55. j 


Channing. — The Truth about\ 
Agricultural Depression : an Econo- I 
mic Study of the Evidence of the Royal ; 
Commission. By Francis Allston Chan- j 
NiNG, M.P., one of the Commission. Crown j 
Svo., 6s. I 


Devas.— Manual of Political I 
Economy. By C. S. Devas, M.A. Cr.8vo., j 
6s. bd. {Manuals of Catholic Philosophy}) ; 
‘Jordan. — The Standard of* Value, j 
By William Leighton Jordan. Cr.8vp.,6s. ' 


Macleod (Henry Dunning). 

Economics for Begix.xers. Crown 
Svo., 25 . 

The Elements of Economics. 2 

vols. Crown 8vo., 35. bd. each. 
Bimetalism. 8 vo., 55. net. * ' 

The Elem pints of Banking. Cr. 
8vo. , 3s. 6rf. 

The Theory and Practice of 
Hanking. Vol. 1. 8vo., 125. Vol. 11. 

The Theory of Credit. Svo. 

I Vol., 305. net ; or separately, Vol. 
I., 105. net. Vol. II., Part I., 105. net. 
^ Vol. II., Part [L, 105. net. 
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Politieal lieonomy and Economics — continued. 


Mill . — Political Economy. By 
John Stuart Mill. 

Popular Edition. Crown 8vo., 3^. 6d. 
Library Edition. 2*^018. 8vo., 305. 

Mulhall . — Industk/ks and Wealth 
OF Nations. By Michael G. Mulhall, 
F.S.S. With 32 full-page Diagrams. 
Crown 8 VO,, 8s. td. 

Symes. — Political Economy: a 

Short Text-book of Political Economy. 
With Problems for Solution, and Hints for 
Supplementary Reading ; also a Supple- 
mentary Chapter on Socialism. By Pro- 
fessor J. E. Symes, M.A., of University 
College, Nottingham. Crown 8vo., 25. 6d. 


\ Toynbee. — Lecturer on the In- 
dustrial Revolution of the IStu Cen- 
. TURV IN Enoland: Popular Addresses, 
Notes and other Fragments. By Arnold 
Toynbee, With a Memoir of the Author 
j by Benjamin Jowett, D.D. 8 vo., 105. 6d. 

I Webb (Sidney and Bfatrice). 

The History OF Trade Unionism*. 
With Map and full Bibliography of the 
Subject. 8vo., 185. 

I Indvstri XL Democracy : a Study 

! in Trade Unionism. 2 vols. 8vo., 25 .t. net. 

Problems of Modern Industry : 

Essays. 


STUDIES IN ECONOMICS AND POLITICAL SCIENCE. 

Issued under the auspices of the London School of Economics and Political Science. 


German Sociai. Democracy. Hy 
Bertrand Kusskll, B.A. With an Ap- 
pendix on Social Democracy and the 
Woman Question in Germany by Alys 
Russell, B.A. Crown 8vo., 3s. 6(/. 
Select Documents Illustrating 
THE History of Trade Unionism. 

I . Tne Tailoring Trade. Edited by 
W. F. Galton. With a Preface by 
Sidney Webb, LI^.B. Crown 8vo., 56*. 
The Referendum in S\ci tzerland. , 
By Simon Dkbi.oige, Advocate. With a 
Letter on the ‘ Tht; Referendum in Belgium ’ 
by M. J. Van Den IIkuvel, Professor of | 
International Law at the University of'. 
Louvain. Translated into English by C. P. ; 
Trevelyan, M.P. Edited, with Notes, 1 
Introduction and Appendices, by I.ilian ! 
Tomn. * Crown 8vo., 75 . i 


The History of Local Rates in 
England: Five Lectures. By Edwin 
C ANN AN, M.A. Crown 8vo., as. bd. 

loc'AL Variations in I Faces. By 

F. W. Lawkknck, M.A., h'ellow of Trinity 
College, Cambridge, Medium .^to.,»8s. 6d. 

The Economic Policy of Colbert. 
By A. J. Sakokni-, ILA., Senior Ilulme 
Exhibitioner of Brasenose College, Oxford. 
Crown 8vo., 2 . 9 . bd. 

Select Documents Illustrating 
7 HE State Regulation of W.'Xges. 
Edited, with Introduction and Notes, by 
W. A. S. Hkwins, M.A. [In preparation. 


Evolution, Anthropology, &c. 

Clodd (Edward). ; Romanes (Georgk John). 


The Story of Creation : a Plain 
Account of Evolution. With 77 Illustra- . 
tions. Crown 8vo., 35. 6d. 

A Primer of Evolution : bein<; a , 
Popular Abridged Edition of ‘ The Story 
of Creation With Illustrations, Fcp. : 
8vo., IS . 6rf. 

Lan^ (Andrew). 

Custom and Myth: Studies of 
liiarly Usage and Belief. With 15 • 
Illustrations. Crown 8vo., 3s. bd. 
Mv'Tiiy Ritual.^ and Religion. 2 ; 
vols. Crown Svo., 7s. i 

Lubbock. — The Origin of Civilisa- 1 
r/ow, and the Primitive Condition of Man. i 
By Sir J. Lubbock, Bart., M.P. With 5 1 
Plates and 20 Illustrations in the Text. . 
■8vo., 18s. 


Da R IVIN, AND AFTER Darwin: an 
lAxposHion of the Darwinian I'heory, and a 
Discussion on Post- Darwinian Questions. 
Part I. The Darwinian Theory. With 
Portrait ol Darwin and 125 Illustrations. 
Crown 8vo., 10.9. bd. 

Part 11 . Post-Dakwinian Questions; 
Heredity and Utility. With Portrait of 
the Author and 5 Illustrations. Cr. Svo., 

105 . bd. 

Part HI. Post-Darwinian Questions: 
Isolation and Physiologidal Selection. 
Crown 8vo., 5s. 

An Examination of Weismann- 
ism. Crown 8vo ., 65 . 

Essays. Edited by C. Lloyd 

MtiJ<OAN, Principal of University College, 
Bristol. Crown 8vo., 65. * * 



i8 MESSRS. LONGMANS & CO.’S STANDARD AND GENERAL WORKvS. 


Classical Litepature. Translations, &e. 


Abbott. — Hrlisenica, a Collection 
of Essays on Greek Poetry, Philosophy, 
History, and Religion. Edited by Evelyn 
Abbott, M.A., LL.D. Crown 8vo., 7s. M, 


,^schylus. — Eumrnidfs of Mschy- 

LUS. With Metrical English Translation. 
By J. F. Davies. 8vo., 7s. 


Aristo p banes. — The A cha rnia ns 

OF Aristophaxes, translated into English 
Verse. By R. Y. Tykrell. Crown 8vo., is. 

Aristotle. — Youth and Old Age, 
Life and Death, and Resfiration. 
Translated, with Introduction and Notes, 
by W. Ogle, M.A., M.D. 8vo., 75. 6(/. 

Becker (VV. A.), Translated by the 

Rev. F. Metcalfe, B.l). 

Gal^us : or, Roman Scenes in the 
Time of Augustus. With Notes and Ex- 
cursuses. With 26 Illustrations. Post 
8vo., 35. 6 d, 

Charicles : or, Illustrations of the 
Private Life of the Ancient Greeks. 
With Notes and Excursuses. With 26 
Illustrations. Post 8vo., 35. ^d. 


Butler— The Authoress of the 
Odyssey, where and utien She ukote, 
WHO She was, the Use She made of 
'I HE Iliad, and how the Poem urew 
UNDER Her hands. By Samuel Butler, 
Author of ‘ Erewhon,’ etc. With Illustra- 
tions and 4 Maps. 8vo. , los. (id. 


Cicero. — Cr ero's Corkesp( wdence. 
By R. Y. Tyrrell. Vols. I., II., III., 8vo., 
each i 2 s. Vol. IV., 155. Vol. V., 14s. 


Homer. — The Iliad oe Homer, 

Rendered into English Prose for the use of 
those who cannot read the original. By 
Samuel Butler, Author of ‘P^ewhon,* 
etc. Crown 8vo., 7s. (id. 


Horace. — The Works of Horace, 

RENDERED INTO ENGLISH PrOSE. With 
fiife, Introduction and Notes. By Wy^LiAM 
Couth’S?. M..\, Crown 8vo.. ^s. net. 


Lang. — Homer and the Epic, By 
Andrew Lang. Crown 8vo., gs. net. 
o 

Lucan. — The Pharsalia of Lucan, 
Translated into Blank Verse. By Sir 
Edward Ridley. 8vo., 145. 

Mackail. — Select Epigrams from 
THE Greek Anthology. By J. W. Mac- 
kail. Edited with a Revised Text, Intro- 
duction, Translation, and Notes. 8vo., i6s. 

Rich. — A Dictionary of Roman and 
Greek Antiquities. By A.<, Rich, B.A. 
With 2000 Woodcuts. Crown 8vo., 75. 6d. 

Sophocles. — Translated into English 

Verse. By Robert Whitelaw, M.A., 
Assistant Master in Rugby School. Cr. 8vo., 
8s. bd. 

Tacitus. — The History ^of P, 

Cornelius Tacitus. Translated into 
English, with an Introduction and Notes, 
Critical and lixplanatory. by Alhicrt 
William Quill, M.A., T.C.I). 2 vols. 

Vol. T. 8vo., 7s. 6d. Vol. II., 8vo. 12s. 6d. 

f. 

Tyrrell. — Dublin Translations 
INTO Greek and Latin Verse. Edit^ 
by R. Y. Tyrrell. 8vo., 6s. 

Virgil. 

The HLneid of Virgil. Translated* 
into English Verse by John^Conington. 
Crown 8vo., 6s. 

The I^iems of Virgil. Translated 
into English Prose by John Conington. 
Crown 8vo., 6s. 

The .Enejd of Virgil, freely trans- 
lated into English Blank Verse. By 
W. J. Thornhill. Crown 8vo., 7s. 6d. 

The ^Eneid of Virgil. Translated 
into English Verse by James Rhoades. * 
Books I. -VI. Crown 8vo., 5s. 

Books VII. -XII. Crown 8vo., 5s. 

The Eclogues and Georgius of 
Virgil. Translated into English Prose 
by J. W. Mackail, Fellow of Balliol 
College, Oxford. i6mo., 5s. 

Wilkins. — The Growth of the 
Homeric Poems. Bv G. Wilkins. 8vo., 65. 
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Poetry and 

Armstrong (G. F. Savage). 

PoE.^rs : Lyrical and Dramatic. Fcp. 

8vo., 6^. 

King Sa ul . (The T raj^edy of I srael , 
Part I.) Fcp. 8vo., 55. 

King Da i ’jd. ('Fhe T ragedy of I srael, 
Part 11 .) Fcp. 8vo., 6s. 

King Solomon. (The Tragedy of, 
I.srael, Part III.) F'cp. 8vo., 6s. ! 

Ugonk : a Tragedy. Fcp. 8vo., 6s. 

A Garland from Greece : Poems. ' 

Fcp. 8v*., 7s. 6 d. 

Stories OF IVicKLOir : Poems. Fcp. : 

8 VO., 7s. 6(/. 

Mephistopheles in Broadcloth : 

a vSatire. Fcp. 8vo., 4s. 

One in the Infinite : a Poem. 
Crown 8vo., 7s. td. 

> 

Armstrong. — The Poetical H orns 

OF /iDMCRD y. AkMSTROXC. Fcp. 8vo., $ 5 . 

Arnold. — The Light of the World : 
or,* The Great Consummation. By Sir 
Edwin Arnold. With 14 Illustrations 
^after Holman Hunt, Crown Svo., 6s. 

Barraud. — - Tii /■; L a r o f t he 

KxHjHTS. By the Rev. C. W. Barraud, 

» S.J • Author of ‘ St. 'I'homas of Canterbury, 
and other Poems Crown Svo., 4s. 

Bell (Mrs. Hugh). 

Chamber Comedies : a Collection 

of Plays and Monologues for the Drawing 
Room. Crown 8vo., 6s. 

Fairy I' all Plays ^ and How to 
Act Them. With 91 Diagrams and 52 
Illustrations. Crown 8vo., 6s. 

Coleridge. — S e lectio n s from. 

With Introduction by A-ndkew Lano. 
With i8 Illustrations by Patten Wilson. 
Crown 8vo., 3s. td. 

Douglas.-*— of a Country 
Gentleman. By Sir George Di^uglas, 
Bart., Author of ‘ The Fireside Tragedy ’. j 
Crown 8vo., 3s. td. 


the Drama. 

Goethe. 

The First Part 01 the Tragedy 
OF Facst in EwiiJSff. By Tnos. K. 
Wei3H, LL.D., sometime I'cllow of Tri- 
nity College ; Professor of Moral Philo- 
sophy in the University t)f Dublin, etc. 
New and Cheaper Edition, with Th^ 
OF I'acs/', from the Second Part. 
Crown 8vo., 6s. 

Gore-Booth.— a m s. By Kva 

Gore-Booth. Fcp. 8vo., 5.S. 

Ingelow (Jean). 

Poetical IVorns. Complete in 

One Volume. Crown 8vo., 7s. bd. 
]\HiTlCAL IJ'ORNS. 2 VOls. Fcp. 
Svo., I is. 

Lyrical and other Poems. Selec- 
ted from the Writings of Jk.an Inoelow. 
Fcp. 8vo., 2s. bd. cloth plain, 3s. cloth gilt. 

Lang (Andrew). 

Grass of JEirnasscs. Fcp. 8vo., 
2s. bd. net. 

The Blue I^oetry BiH)n. Edited 
by AndkewLang. With 100 Illustrations. 
Crown 8vo., 6s. 

Layard and Corder. — Sos(,s in 

M A.VY Moo/ks. By Nina F. Lavakd ; The 
Wanijer/nc Ale.i'/'ross, etc. By Annie 
Corder. In One Volume. Crown 8vo., 5s. 

'Leclcy.-~-BoEMs. By the Right Hon. 

W. E. II. Leuky. Fcp. Svo., 5s. 

Lytton (The Earl of), (Owen 
Meredith). 

The Wanderer. Cr . 8 vo ., lo . s . 6(1. 
Lucile. Crown 8 vo ., lo . s '. 6d. 
Selected Poems. Cr . 8 vo ., i 05 . 6d. 

Macaulay. — La ys of Ancient Rome^ 

WITH ' lyjiY' .iND ‘ T/iii Armada '. By 
Lord Macaulay. 

Illustrated by G. Schakf. Fcp. 4to., los. bd. 

Bijou Edition. 

i8mo., 2s. bd. gilt top. 

Popular Edition. 

Fcp. 4to., 6df. sewed, is. cloth. 

Illustrated by J. R. Weguelin, Crown 
8vo., 3s. bd. 

Annotated Edition. Fcp. 8vo., is. sew»d, 
IS? bd. cloth. ) , 
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Poetry and the Drama — continued. 


MacDonald (George, LL.D.). 

A Book of Striff, m the Form of 
THE Diary of an Old Soul : Poems. 
i8mo., fs. 

Fa mpolj . / ; Gro wtiis from a Long- 
Planted Root: being Translations, New 
* and Old (mainly in verse), chiefly from the 
German ; along with ‘ A Year’s Diary of 
an Old Soul ’. Crown Svo., 6s, 

Moffat. — CrickktvCrickeit: Rhymes 

and Parodies. By Douglas Moi-iat. 
With Frontispiece by Sir Fkank Lockwoou, 
Q.C., M.P., and 5;^ Illustrations by the 
Author. Crown Svo, 2s. 6d. 

Moon.---" A)/;.ias' oe Loj'e and Home, 

etc. By Gkoiujk Washtnoton Moon, 
Hon. IlR.S.L., Author of ‘ Elijah,’ etc. 
i6mo., 2,\. 6d. 

Morris (William). 

POE'riCAL WORKS — Library Edition. 
Complete in Eleven Volumes. Crown 
Svo., price 6 s. each. 

Th/* Earthly Paraoise. 4 vols. 

65. each. 

The Life and Dea th of Jason. 

6s. 

The Defence of Guenevere., and 
other Poems. 6 s. 

The Stor i ' of S/gurd the Volsung^ 
AND The Fall of the Nirlungs. 6 s . 
Love is Enough ; or, the P^reeing of 

Pharamond: A Morality; and PoF.MS 
BY '11 {E Way. 6s. 

The Odyssey of Homer. Done 
into English Ver.se. 6s. 

The aEneids of Virgil, Done 
into English Verse. 6s. 

The 'Tale of Beou ulf, sometime 
K/xg of tuk Folk of tuk W udergra'is. 
Translated by Wili.iam Morris and A. 
J. Wyatt. Crown 8vo., 6 ,*:, 


Certain of the Poetical Work.s may also be ' 
had in the following Editions 

The Earthly Paradise. 

Popular Edition. 5 vols. i2mo., 25s.; 

or 5s. each, sold separately. 

The same in Ten Parts, 25s.; or 2s. 6 d. 

each, sold .separately. 

Cheap Edition, in i vol. Crown 8vo., 
7s. 6 d. 

Poems BY THE Way. Square crown 

8vo., 6s. 

For . Mr. William Morris’s Prose 
Works, see pp. 22 and 31. • 


Nesbit. — La ys and Legends. By E. 
Nesbit (Mrs. Hubert Bland). First 
Series. Crown 8vt>., 3s. 6 d. Second Series. 
With Portrait. Crown 8vo , 5s. 

Riley (James Whitcomb). 

Old Fashioned Poses : Poems. 

i2mo., 55. 

A Child- World : Poems. Fcp. 
8vo., 5s. 

RubAiyAt of Doc Sifers. With 
43 Illustrations by C. M Relyka., Crown 
Svo. 

The Goi.den Year. From the 
Verse and Prose of Jame{4 Whitcomb 
Riley. Compiled by Clara E. Laugh- 
LiN. Ecp. 8vo., 5.S. 

Romanes. — A Selection from the 
Poems OF George John Romanes, A/. A., 
F.R.S. With an Introduction by 
T. Herbert Warren, President of Mag* 
dalen College, Oxford. Crown 8vo., 4s. 6 d. 

» 

Russell. — Sonnets on the Sonnet : 

an Anthology. Compiled by the Rev. 
Matthew Russell, S.J. Crown 8vo., 
3.S. 6 d. 

Samuels. — Shadoips, and Oyher 

PoFMs. By E. Samuels. With 7 Illus- 
trations by W. Fitzgerald, M.A. Crop'll 
8vo., 3.S. 6 d. 

Shakespeare. — Boiydler's * Family 

Shakesprare. With 36 Woodcuts. I vol. 
8vo., 14s. Or in 6 vols. Fcp. 8vo., 

The Sha kespea re Bir 'phda j ' Book. 
By Mary E. Dunbar. 321110., js. 6 d. 

Tupper. — Poems. By John Lucas 

Tupper. Selected and Edited by William 
Michael Rossetti. Crown 8vo., 5s. 

Wordsworth. — Selected Poems. 
By Andrew Lang. With Photogravure 
Frontispiece of Rydal Mount. With 16 
Illustrations and numerous Initial Letters. 1 
By Alfred Parsons, A.R.A. Crown 8vo., 
gilt edges, 3s. 6 d. 

Wordsworth and Coleridge. — A 

Description of the Words worth and 
Coleridge Manuscrip'ts in the Pos- 
session OF Mr. T. Norton Longman. 
Edited, with Notes, by W. Hale White. 
With 3 Facsimile Reproductions. 4to., 
los. 6 d. 
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Fiotion, Humour, &e. 


Allingham. — Crooked Paths, By j Farrar (F. W., Dk.w of Cantkr- 

Francis Allingham. Crown 8vo., 65 I bury). 

• t Darkness and J)Aif’N: or, Scenes 


Anstey. — Poces Populi. Reprinted 
from ‘Punch’. By F. An stky, Author of 
‘ Vice Versa ’. First Series. With 20 Illus- 
trations by J. Bkrnard Partridge. Crown 
8vo., 3s. ^d. 


in the l^ays of Nero. .\n Historic Tale. 
Cr. hvo., y.f. 6t/. 

Gathering Cloves: a 'Fale of the 

Days of St. Chrysostom. Cr. 8vo., 7.S. bd, , 

Fowler (Edith H.). 


Beaconsfield (The Karl of). 
Novels and Tales. Complete 

in II vols. Crown 8vo., is. 6d. each. 


'The Yovng Pretenders. A Story 
of Child Life. With 12 Illustrations by 
Philip Burne-Jiines. Crown Svo., 6s, 
'P//E Professor's Children. With 


Vivian Grey. 1 Sybil. 

The Young Duke, etc. | Henrietta Temple. 
Alroy, Ixion, €tc. 1 Venetia. 

Contarini Fleming, | Coningsby. 

etc. Lothair. 

Tancred. j Endymion. 

Novels AND Tales. The ‘ Ilughen- 
den ’ Edition. With 2 Portraits and ii 
Vignettes, n vols. Crown 8vo., 42s. 


i 24 Illustrations by Ivi ihh. Kate Blkges.s. 
j Cl own 8vo., O.L 

Fronde.— The 7 '\\ o Chiefs of Dun- 

boy: an Irish Ronianceof the Last Century. 

By James A. Fkdude. Cr. Svo., 35. fW. 

Gilkes.- - K. I A L /STR. I TVS : an Auto- 
biography. A Story of Hannibal and the 
Second Punic War. By A. H. Gilkes, M.A., 
Master of Dulwich Collegi*. With 3 Illus- 
trations by Maurice Gkiteee.nhagen. 


»Birt. -CXisT/.E Cavargas: a R()- 
mance. Being a Plain Sloi v of the Romantic 
Adventures of Two Brothers, 'lOkl by the 
Younger of Them, h'dilcd by Arc hibald 
Birt. Crown Svo., h.s. 

Belaud (MAROAR^n ). 

Philip and His Wife. Crown 
8vo., 2s. 6d. 

The Wisdom of Fools. Stories. 
Crowiv* Svo., 55. 

DideA)t. — Rameaus Nephew’: a 

Translation ’from Diderot’s Autographic 
Text. By Sylvia Margaret Hill. Crown 
8vo., 3s. 6d. 

Dougall. — Beggars All. By !>. 

Dougall. Crown 8vo., 35. bd. 

Doyle (A. Conan). 

Micah Clarke : A Tale of Mon- , 

mouth’s Rebellion. With 10 Illustra- 
tions. Cr. 8vo., 35. 6d. 

The Captain of the PolestaRj | 
and other Tales. Cr. 8vo., 3s. 6d. i 

The Refugees: A Tale of the j 

Huguenots. With 25 Illustrations. Cr. ! 
8vo., 35. 6d. 

The Stark Munro Letters.* Cr. ; 
8vo. ^s. 6d, 


Crown Svo., 6s. 

Graham. • - 77 / /•; Red S('aur : A 
Story of the North Country. By P. 
Anderson Graham, Crown S\o., 6 .v. 

Gurdon. — Memories and Fancies: 

Suffolk Tales and other Stories ; Fairy 
Legends; Poems; .Vliscellaneous Articles. 
By the late T>ady Camii.la Gurdon, Author 
of ‘ Suffolk Folk- L ot e Crown Svo., 5s. 

Haggard (H. Ridf.k). 

.Swallow : a 'I'ale of the Crc'at Trek. 

With S Illustrations. Crown S\'o., (>5. 

/)r. Therne. Crown Svo., 3.s-. 6//. 
Heart of the World. With 15 

Illustrations. Crown Svo., 3.V. bd. 

Joan JIastl. With 20 Illustrations. 
Crown Bvo., 3s. bd. 

The Flople of the Mist. With 

i6 Illustrations. Crown Svo., 35. bd. 

Montezuma's Daugutkr. With 24 

Illustrations. Crown Svo., 35. bd. 

She. With 32 Illustrations. Crown 

Svo., 35. bd. 

Ai.lan Quatermain. With 31 

Illustrations. Crown Svo., 3s. bd. 

Maiwa's Revenge. Cr. 8vo., M. 
Colonel Quariich, V.C. With 

P'rontispiece and Vignette. Cr. Svo., 35. bd. 

Cleopatra. With 29 Illustrations. 
Crown (Svo., 35. bd. 

Beatrice. With Frontispiece and 
Vigfiette. Cr. <Svo., 3s. bd. j 1 
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H aggar d ( 1 1 ♦ K i d k r ) — am t in It ed. 
Eric Brjcj/tevks. With 51 Illus- 
trations. Crown 8vo., 3s. Off. 

Nad A THE Lily, With 23 Illustra- 
tions. Crown 8vo., 35. (id. 

Allans Wife, With 34 Illustra- 
tions. Crown 8vo., 35. bd. 

The Witch's Head. With 16 
Illustrations. Crown 8vo., 3.9. bd. 

Mr. Meesons Will. With 16 

Illustrations. Crown 8vo., 3s. td. 
Dawn. With 16 Illustration.s. Cr. 
8vo., 35. td. 

Haggardand Lang. -Thi:\J\u<ld s 

Desire. H>' IL Rider IIvoctARd and 
Andrew Lan(.. W'ith 27 Illustrations. 
Crown Svo., 3.9. bd. 

Harte. — In the Carquine/. Woods, 
By Bret Harte. Crown 8vo., 3s. 6d. 
Hope. — The I/ear t of Princess 

OsRA. By Anthony Hope. With 9 Illus- 
trations. Crown 8vo., 65. 

Hornung. — The Unhidden Guest, 
By E. W. Hornung. Crown 8vo., 35. 6d. 

J erome. — Ske n lies in L. i i l:nder : 
Blue asd Greer. By Jerome K. Jerome. 
Crown 8vo., 35. bd. 

Joyce. — Old Celtic Romances. 

Twelve of the most beautiful of the Ancient 
Irish Romantic Tales. 'FransLated from the 
Gaelic. By P. W. Joyce, LL.I). Crown 
8vo., 3s. bd. 

Lang. — A Monk of Fife ; a Story 

of the Days of Joan of Arc. By Andrew 
Lang. With 13 Illustrations by Selwyn 
Image. Crown Svo., 3s. bd. 

Levett- Yeats (S.). 

The Che i ’a l ier DA c Vv’ Lie. C rown 
8vo., 35. bti. 

A Galahad of the Ch^eeks^ and 

other Stories. Crown Svo., 6s. 

The Heart of Denise., and other 

'Tales. Crown Svo., 6s. 

Lyall (Edna). 

The a UTOH ioGRAFinA^F A Slander. 
Fcp. 8vo., IS., sewed. 

Presentation Edition. With 20 Illustra- 
tions by Lancelot Speed. Crown 
8vo., 25 . bd. net. 

The a utc )bu x7ra /v/ j ' t '>f a Tr uth, 

Fcp. 8vo., IS., sewed; is. bd., cloth. 
Doreen. The Story of a Singer. 
Crown 8vo., 65. 

Wayfaring Men, Crown 8vo., 65. 
• Hope the Hermit : a Romance of 
t 36 rrowdale. Crown Svo., 65. 


Max Miiller. — Deutsche Liehe 

Lo\’e) : J-Tagments from the 
Papers of an Ali^n. Collected by F. ^Ia\ 
Mi'LLER. Translated from the German by 
G, A. M. Crown Svo. , 55. 

Melville (G. J. Whyte). 

The Gladiators. Holmby House. 

The Interpreter. Kate Coventry. 

Good for Nothing. Digby Grand. 

The Queen’s Maries. General Bounce. 

Crown Svo., i5. bd. each. 

Merriman. — Flotsam: A Story of 

the Indian Mutiny. By Henr^' Seton 
Merriman. Crown Svo., 35. bd. 

Morris (William). 

The Sundering Flood. Cr. Svo., 

75. bd. 

The Water of the Wondrous 
Isles. Crown Svo., 7s. 6(f. 

The Well at the World's End. 

2 vols. Svo., 2S5. 

The Story of the Glittering 
Plain, whicli has been also called The 
Land of the Living Men, or The Acre of* 
the Undying. Square post Svo., 55. net. 

The Roots of the Mountains, 

wherein is told somewhat of the Lives of 
the Men of Hurgdale, their Friends, their 
Neighbours, their Foemen, and their 
P’ellows-in-Arms. ‘Written in PrC^se and 
Verse. Square crown Svo., 85. 

A Tale of the House of ehe 

WoLE'LViis, and all the Kindreds of the 
Mark. Written in Prose and Verse. 
Square crown Svo., 65. ' 

A Dream of /ohn Bali., and ^ 
King's Lesson. 121110., 15. bd. 

News from NowiiFitE ; or, An 
Epoch of Rest. Being some Chapters 
from an Utopian Romance. Post Svo., 

15 . bd. 

For Mr. William Morris’s Poetical 
Works, see p. 20. 

Newman (Cardinal). 

Loss AND Gain: The Story of a 
Convert. Crown Svo. Cabinet Edition, 
65. ; Popular Edition, 3s. bd. 

Callista : A Tale of the Third • 
Century. Crown Svo. Cabinet Edition, 
65.; Popular Edition, 3s. bd. 

Oliphant. — Old Mr. Tredgold, 
By Mrs. Oliphant. Crown Svo., 25. bd, 

Phillipps-Wolley.— a Legend 

v{ the Lone Mountain. By C. Phillipps- 
WoLLEY. With 13 Illustrations. Crown- 
8vo., 35. bd. 
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Fiction, Humour, &e. — continued. 


Raymond. — Tiro J/a.v o’ Mexpip. 

By WALTF.R Raymond, Author of ‘ Gentle- 
man Upcott'f; Daughter,' etc. Cr. Hvo., 65. 

Reader. — Tries jess axp Qi'eex: 
a Tale of the White Race of Mexico ; being 
the Adventures of Ignigene and her Twenty- 
six Fair Maidens. By Emily E. Reader. 
Illustrated by Emii.y "K. Reader. Crown 
8 VO., 65. 

Rhoscomyl (Owen). 

The Jewel of Vjvvs Galon : beinj^ 

a hitherto unprinted Chapter in the History 
of tile Sea Rovers. With 12 Illustrations 
by Lancelot Speed. Cr. 8vo., 3s. 6//. 
For the Wh/te Rose of tIr.vo: 
a Story dff the Jacobite Rising of 1745. 
Crown 8vo., 6 s. 

Se'well (Elizabeth M.). 

A Glimpse of the World Amy Herbert. 
Laneton Parsonage. Cleve Hall. 

Margaret Percival. Gertrude. 

Katharine Ashton. Home Life. 

The Earl’s Daughter. After Life. 

The Experience of Life. Ursula. Ivors. , 
^ Cr. Svo., 15 . 6^^ each cloth plain. 25. 6if. j 
each cloth extra, gilt edges. 

Stabbing. — J 'rob. i bl e T. i /. /. •> . 

Edited by Wili.ia.m Stehiuno. Croun 
8vo., 45. 6(f. 

Stevenson (Robert Loi is). 

The Strange Case of Dr. Jekyll 
'art) Mr. Hyde. Fcp. 8vo., 15. sewed. 
15. 6d. cloth. 

The Strange Case of Dr. 
Jekyll and Mr. Hyde; with other 
Fables. Crown 8vo., 35. 6 d. 

More New A ra bja n Nigh ts — The 
Dynamiter. By Rouert Louis Steven- 
son and Fanny van de Grift Steven- 
son. Crown 8vo., 35. 6^/. 

The Wrong Ton. By Robert 
Louis Stevenson and Lloyd Osbourne. 
Crown 8vo., 35. 6d. 

Suttner. — Lay Down Your Arms 

(Die Waffcn Niedcr) : The Autobiography 
of Martha von Tilling. By Bertha von 
• Suttner. Translated by T. Holmes. 
Cr. 8vo., 15 . 6</. 

Taylor. — Early Tea l /. i n Lovk- 

OKIES. Taken from the Originals by 
LIna Taylor. With 13 Illu.strations by 
Henry J. Ford. Crown 410., 15s. net. i 

Trollope (Anthony). ^ 

. The Warden. Cr. 8 vo., is. 6^/. ! 

Barchester Towers. Cr. 8 vo., I 

15 . 6d, ^ ! 


i Walford (L. B.). ^ 

The Intru i^ERS. Crown 8 vo., 6 s., 
Leddy J/,4A’(;/;7'. Crown Svo., 6.s'. 
IvA Kij.dare: a Matrimonial Pro- 
blem. Crown Svo,, 65. 

Mr. Smith : a Part of his Life. 

Crown 8vo., 25. 6d. ^ 

The Baby\s Granj^mother. Cr. 

8vO., 25 . 6d. 

Cousins. Crown Svo., 25. 6 ^/. 
Troublesome Daughters. Cr 

Svo., 25 . 6d. 

Taujjne. Crown 8 vo., 25. 6 t/. 

I Dick Neth erby. Cr. 8vo., 25. 6t/. 

I The History of a Week. Cr. 

1 8vO. 25 . 6d. 

A Stiee-nei'ked Generation. Cr. 

8vo. 25 . 6d. 

Nan., and other Stories. Cr. 8 vo., 

25 . 6d. 

The ADsi'i/ief of Monica. Cr. 

: 8vO., 25 . 6d. 

The One Goon Guest. Cr. Svo. 

25 . 6d. ’ 

^ TLoi'GHEni and other Stories. 

Crown 8vo., 25. 6d. 

The Ma n lima rfr. C r. Svo. , 2s. 
Ward. - -CM’/ .St rupll. By 

Mr.':. WlLlRID Wakd. Clown Svo,, 65. 

Watson.— A'./ < 7 . vr; and 'Cii.ising: a 
Collection of Sporting Stories. By /Xi.kred 
IL T. Watson, h.tlitor of the ‘ Badminton 
Magazine With t 6 Plates and 36 Illustra- 
tions in the 'I’vxt. Crown Svo., 75. bd. 

Weyman (Stanley). 

The House of the Woll. With 

I'romispiece and \'igneltc. Crown Svo., 

; 35. bd. 

I A Geni'^em.in of France. With 
Frontispiece and Vignette. Cr. 8vo., 65. 
7>/a Fed Cockade. With Frontis- 
piece and Vignette. Crow n 8vo., 65. 

.Shreusbury With 24 Illustra- 
tions by Cj.aude A. Shepperson. Cr. 
Svo., f)5. 

Whishaw (Frf.u.). 

A Boyar of the Terrible: a 
Romance of the Court of Ivan the Cruel, 
First Tzar of Russia. With 12 Illustra- 
tions by H. G. Massey, A.R.E. Crown 
8vo., bs. 

A Tsar's Gratitude : \ Story of 
Modern Russia. Crown Svo., 65. 
Woods, — Weeding Ferr)', and other* 

Stories, By Margaret L. Woods, Aifthor 
of * A Village Tragedy ’. • Crowm Svo., 65. 
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Popular Seienee (Natural History, &e.). 


Beddard. — ^///i Stiu-ctuke and 
. Classifjcat/ox of Birds. By Frank E. 
Bp:i)nAKn, M.A., F.R.S., Prosector and 
Vice-Secretary of the Zoological Society 
of London. With 252 Illustrations. Hvo., 
215 . net. 

‘ Butler. — Our Household Insects. 
An Account of the Insect-Pests found in 
Dwelling-Houses. By Edward A. Butler, 
B.A., B.Sc. (Lond.). With 113 Illustra- 
tions. Crown 8vo., 3s. td. 

Furneaux (W.). 


Hartwig (Dr. George) — contimied» 

Volcanoes ^nd Earthquakes. 
With 30 Illustrations. Cr. 8vo., 25. 6d. 

Wild Animals of the Tropics. 
With 66 Illustrations. Cr. 8vo., 35. td . 


Helmholtz. — Popular Lectures on 
Scientific Subjects. By Hermann von 
Helmholtz. With 68 Woodcuts. 2 vols. 
Cr. 8vo., 35. ^d. each. 


The Outdoor World; or The 

Young Collector’s Handbook. With 18 
Plates (16 of which are coloured), and 549 
Illustrations in the Text. Crown 8vo., 
7s. 6d. 

♦ 

Butterflies and (British). 

With 12 coloured Plates and 241 Illus- 
trations in the Text. Crown 8vo., 75. 6r/. 

Life in Ponds and Streams. 
With 8 coloured Plates and 331 Illustra- 
tions in the Text. Crown 8vo., 75, 6d. 

Hartwig (Dr. George). 

The Sea and its Living Wonders. 

With 12 Pla|:es and 303 Woodcuts. 8vo., 
75. net. 

The Tropical World, With 8 

Plates and 172 Woodcuts. 8vo., 75. net. 

The Polar JVorld. With 3 Maps, 
8 Plates and 85 Woodcuts. 8vo., 7s. net. 

The Subterranean World. With 
3 Maps and 80 Woodcuts. 8vo., 75. net. 

The a er ia l Wore d. Wj th M ap , 8 
Plates and 60 Woodcuts. 8vo., 75. net. 

Heroes of the Polar World. With 
19 Illustrations. Cr. 8vo., 25. 

Wonders of the Tropical Forests. 
With 40 Illustrations. Cr. 8vo., 25. 

Workers under the Ground^ 

29 Illustrations. Cr. 8vo., 25. 

Marvels Over our Heads. With 
29 Illustrations. Cr. 8vo., 25. 


Hudson (W. H.). 

British Birds. With a Chapter 
on Structure and Classification by Frank 
E. Beddard, F.R.S. With 16 Plates (8 
of which are Coloured), and over 100 Illus- 
trations in the Text. Cr. 8vo., 75. 6^/. 

Birds in London. With 17 Plates 
and 15 Illustrations in the Text, by Bryan 
Hook, A. D. McCormick, ‘^and from 
Photographs from Nature, by R. B. 
LoDtiK. 8 VO., 125. 

Proctor (Richard A.). 

Light Science for Leisure Hours. 
Familiar Essays on Scientific Subjects^ 3 
vols. Cr, 8vo., 55. each. Vol. I., Cheap 
Edition. Crown 8vo., 35. 

Rough Wa vs ma de Smooth. Fami- 
liar Essays on Scientific .Subjects, t Crown 
8vo., 3s. 6d. 

j » 

Pleas A nt Wa 1 ^9 in Science. Crown 
8vo., 35. 6d. 

Nature Studies. By R. A. Proc- 
tor, Grant Allen, A. . Wilson, T. 
Foster and E. Clodd. Crown 8vo., 
35. 6d. 

Leisure Readings. By R. A. Proc- 
tor, E. Clodd, a. Wilson, T. Foster 
and A. C. Ranyard. Cr. 8vo., 35. td. • 

For Mr. Proctor^s other books see pp. 13, 
28 and 31, and Messrs. Longmans &• Co.'s 
Catalogue of Scientific Works. 


Sea Monsters and Sea Birds. 
With 75 Illustrations. Cr. 8vo., 25. 6d. 

Denizens of the Deep. With 117 

UI»strations. Cr. 8vo., 25. fid. • 


Stanley. — A Familiar Historv of 
BiiIDS. By E. Stanley, D.D., formerly 
Bishop of Norwich. With 160 Illustrations. 
Cr. 8vo., 35. 6d. 
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Popular Seienee (Natural History, &c.) — continued. 
Wood (Rev. J. G.). , Wood (Rliv. J. Ci.)--co]iti)n{e(f. 


Homes without Hands: A Descrip- i 
tion of the Habitatioiis of Animals, classed ' 
according to the Principle of Construc- 
tion. With T40 Illustrations. 8vo., [ 
7s. net. I 

Insects a t Home : A Popular Ac- ^ 

count of British Insects, their Structure, 1 
Habits and Transformations. With 700 
Illustrations. 8vo. , 7s. net. 

Out of Doors ; a Selection of 
Original Articles on Practical Natural 
History. With 1 1 Illustrations. Cr. 8vo., 
3s. 6 d. 

Strange Dwellings : a Description 

of the Habitations of Animals, abridged ' 
from ‘ Homes without Hands’. With 60 
Illustrations. Cr. 8vo., 3.?. bd. 

Works of 

Encvclot.kdia of A/u 
CNi'iEcruRE. By Joski'h Gwit.t, F.S.A. 
Illustrated with more than 1100 Engrav- 
* ings on Wood. Revised (18H8), with Al- 
terations and Considerable Additions by 
Wyatt Papwokth. • 8 vo, £2 12s. bd. 

Maunder (Samuel). 

Bkographicai* Treasurw With 

Supplement brought down to i88g. By 
, Rev. James Wood. Fcp. 8vo., 6s. 

. Treasury OF Geography, Physical, 
Hist«rical, Descriptive, and Political. 
With 7 Maps and 16 Plates. Pep. 8vo., 65. 

The Treasury of Bhu.e Know- 
ledge. fiy the Rev. J. Ayhe, M..\. With 
S Maps, 15 Plates, and 3(x) Woodcuts. 
Fcp. 8vo., 6s. 

Treasury of Knowledge and Lih- 
RARY OF Reference. Fcp. 8vo., bs. 

Historical Treasury, Fcp.8vo.,65. 

Children 

Buckland. — Tn o Little Runaways. 

Adapted from the French ot Loufs Des- 
NOYEKS. By James BrcKi.A.N'D. With no 
Illustrations by Cecil Aldi.n. Cr. 8vo., bs. 

Crake (Rev. A. D.). 

Edwy the Fair; or, The First 
Chronicle of AKscendune. Cr. 8vo^ 25. bd. 
Alegar the Dane ; or, The Second 
Chronicle of yEscendune. Cr. Svo. 2s. bd. 


. Petland Beils /ted. With 33 
Illustrations. Cr. Svo., 3s. bd. 

Bird Life of the BuiLE. With 32 
Illustrations. Cr. 8vo., 35. bd. 

J Vi ^NDER FUL N ES / S . W i t h 3 O 1 1 1 U S - 
trations. Cr. 8vo., 3s. bd. 

Homes uniusr the Ground. With* 
28 Illustrations. Cr. 8vo., 3.5. bd. 

Wild Animals OF TH E Bible. With 

2() Illustrations. Cr. 8vo., 3s. bd. 
Domestic Animals oe the Bible, 
With 23 Illustrations. Cr. Svo., ’\s. bd. 

The Branch Builders. With 28 

Illustralions, Cr. 8vo., 25. bd. 

Son A r. //aiuta tions and Parasitic 
Nests. With 18 Illustrations. Cr. 8vo.,2f. 

Reference. 

Maunder {S2Lm\ie\)-~conti nua^ . 

Scientific and Literary Trea- 
sury. Fcp. 8vo., bs. ^ 

The Treasury of Botany, Kdited 
by J. Li.vfm.ev, h'.K.S., arid T. Mooke, 
F.L.S. With 274 Woodcuts and 20 Steel 
Plates. 2 vols. Fcp. 8vo., 125. 

Roget. - - 'Thesaurus of English 

IVoRDs AMD P//RASES. Classified and Ar- 
ranged .so as to J^'aciliinte the Expression of 
Ideas and assist in Literary Composition. 
By Peter Mark RfXiET, M.D., F.K.S, 
Recomposed throughout, enlarged and im- 
proved, partly from the Author’s Notes, and 
with a full Index, by the Author’s Son, 
Jons Lewis Roolt. Crown 8vo., 105. bd, 

I Willich. Porui.AR 2 \\bi.es for giving 

: information lor ascertaining tlie value 01 

j Lifeholdt Leasehold, and Church Property, 
i the Public Funds, etc. By Cffarles M. 

; WiLi.icii. lidited by H. Bence Jone.s. 

! Crown Svo., 105. bd. 

's Books. 

Crake (Rev. A. D.) -amtinued. 

'The Rival Heirs : being the Third 
I and Last Chronicle of /Lscendiinc. Cr. 
8vo., 2s. bd. 

; The House Oh Wald erne. A Tale 
of the Cloister and the Forest in the Days 
of the Barons’ Wars. Crown 8vo., 25. bd, 

Brian Fit/.- Count. A Story of 
Wallingford Castle and ].)orcheH*er 
A^bey. Cr. 8vo., 2S. bd. 
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Ch ildren ’s Books. — continued. 


Henty. — Yui.e Aoas : A Story-Hook 
for I3oys. Edited by G. A. Henty. With 
6 1 Illustrations. Crown Svo., cloth, gilt 
edges, 65. 

Lang (Andrew). — Edited by. 

The Blue Fairy Book. With 138 
Illustrations. Crown 8vo., 6s. 

( The Red Fairy Book, With 100 
Illustrations. Crown 8vo., 6s. 

The Greek Fa ir]- Book. With 99 
Illustrations. Crown 8vo., 6s. 

The Yellow Fairy Book. With 

T04 Illustrations. Crown 8vo., 6s. 

The Tia'k Fa / in- B(K)k. With 67 
Illustrations. Crow'ii Svo., 6s. 

The Bl uk P( tr j ' Be n')K. With 1 00 

Illustrations. Crown 8vo., 6s. 

The Blue Poetry Book. School ■ 
Edition, without Illustrations. Fcp. 8vo., ! 
2S. 6 d . . : 

The True Story Book. With 66 

Illustrations. Crown 8vo., 6s. 

'The Red 7'rue Story Book. With 
100 Illustrations. Crown 8vo., 6s. 

Thi$ Ak/hal Story Book. With . 

67 Illustrations. Crown 8vo., 6s. 

'J'he Araik. IX X/o/ns Fxtertaix- 
.UA'.V7.s'. With 66 Illustrations. Crown 
Svo.. 6i. 

Meade (L. T.). 

Fao/jAs Bow With S Illustrations. 
Crown Svo., 3s. 6<^ 

Per axd the Di'ohe.s.s. With 7 

Illustrations. Crown Svo., 3s. 6(6 
The Berlseor/> Prize. With 7 
Illustrations. Crown Svo., js. 6(/. 

The House oe Surer ises. With 6 • 

Illustrations. Crown Svo. Od. 

Longmans’ Series 

** Price 2s. 

Atelier {7'// e) Du L]'s : or, an Art 

Student in the Reigti ol 'I'error. 

liv THE SAME Au I'llOR. 

A/ADii.]ro/.sEL/. eMor! : a 7 //.-/ r Child. 

Taleof Modern Rome. V kdeai a Cloud. 

In THE Oldex I'lME: a II es ter' sVe.xture 
Tale of the Peasant I he Fiddi.ek OF 
War in Germany. I.uoau. 

A VouxGER Sister. A Child of the 

Kefolutiox. 

Atherstone Rriory. By L. N. 

CO.MVN. 

The Story oe a Sprino AI()rninc, 
etc. By Mr. Molesworth. Illustrated. 
T^e Palace in the Garden. By 
Mrs, fMoLESwoKTH. Illustrated. ' 
JVe/chbour.s. By Mrs. Moles worth. 


Praeger (Rosamond). 

The Aduentures of the Three 
Bold Babes: Hector, Honoria and 
Alisander. A'Story in Pictures. Wit’e 
2 1 Coloured Plates and 24 Outline Pic 
tures. Oblong 4to., 3s. 6(/. 

The Further Doings of the 
Three Bold Babies. With 24 Coloured 
Pictures and 24 Outline Pictures. Oblong 
4to., 3.S. 6d. 

Stevenson. — A Child's Garden of 

Verses. By Robert Louis Stevenson. 
E'ep. 8vo., 5s. 

Sullivan. — Here 7'iiey Are! More 

Stories. Written and Illustrated by Jas. E". 
Sullivan. Crowm Svo., 65. 

Upton (Florence K. and Bertha). 
The Aduentures of Two Dutch 
Dolls and a ' Golliwogg'. With 31 
Coloured Plates and numerous Illustra- 
tions in the Text. Oblong 410., 6s. 

The Golliwogg' s Bicycle Club. 

With 3T Coloured Plates and 'numerous 
Illustrations in the Text. Oblong 4to., 
65. 

The Golliwogg at the Seaside. 

With 31 Coloured Plates and numerous 
Illustrations in the 'I’lixt. t)blong 41^., 65. 

The Vegl-AFen s Feue.vge. With 
31 Coloured Plates and numerous Illi^s- 
trations in the Text. Oblong 4to., 65. 

Wordsworth.— Snow' Gardeb, 

AND OTHER FaIRY I'aLES FOR CHILDREN^ 
By Ej.i/abeth Wordsworth. With 10 
Illustrations by Trevor IIaijiDON. Crowm 
8vo., 35. bd. 

of Books for Girls. 

bd. each. 

The Third Miss St. Quentin. By 

Mrs. .Moles WORTH. 

Very Young; and Quite Another 
S’/ORV. Two Stories. By Jean Ingelow. 
Can this be Du v-: By Lou i sa Parr. 

Keith D era more. B}’ the Author of 
‘ Miss Molly '. 

Sidney. By Margaret Deland. 

! An Arranged Marriage. By 

; Dorothea Gerard. 

\ Last JV(u;ds to Girls on Life at 
i School and after School. By Maria 

I Grey. 

j Stray Thoughts for Girls. By 
I LutY H. M. Souls'by. i6mo., is. Cd . net. 
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The Silver Library. 

Crown 8vo. ^s. bd . kach Voi.i me. 


Arnold's (Sir Edwin) Seas and Lands. With 
71 Illustiations. 3.>'. 6,/. 

.Bagehot’s (W.) Biographital Studies, 3.v. 61/. 
Bagehot's (W.) Economic Studies. 3E 6(/. 
Bagehot's ( W.) I iterary Studies. W'ilh Portrait. 

3 vols, 3-'. 6</. c-acli. 

Baker's (Sir S. W.) Eight Years in Ceylon. 

\Vitli 6 Illustrations. 3.^. bif. 

Baker's (Sir S. W.) Rifle and Hound In Ceylon. 

With 6 Illustrations. 3\. 61/, 

Baring-Gouid's (Rev. S.) Curious Myths of the 
Middle Ages. 3.E 6(/. 

Baring-Qould's (Rev. S.) Origin and Develop- 
men^of Religious Belief. 2 vols. 35. 6</. each. 
Becker's (W. A.) Callus : or, Roman Scenes in the 
Time of Auj^ustus. With 26 Ulus. 3s-. 6i/. 
Becker’s (W. A.) Charicles : or, Illustrations of 
the Pri\a*c Life of the .Ancient Greeks. 
With 26 Illustrations. 3.4. 6</. 

Bent’s (J. T.) The Ruined Cities of Mashona- 
land. With 117 Illu.stration.s. y, 6</. 
Brassey’s (Lady) A Voyage in the * Sunbeam*. 

With 66 Illustrations. 31’. 0^/. 

Churchill’s (W. S.) The Story of the Malakand 
Field Force, 1897 . With 6 .Maiisand Plans, 

Clodd’s (E.) Story of Creation: a Plain Account 
of Evolution. With 77 Illustrations, y. 6d. 
Conybear^ (Rev. W. J.) and Howson’s (Very 
Rev. J. S.) Life and Epistles of St. Paul. 
With 46 Illustrations. 3,1. Gd. 

Dougall’s (L.) Beggars All : a Novel, y, 6d. 
Doyle’s (A. Conan) Micah Clarke. A 'Pale of ' 
Monmoutn’s Rebcdlion. W’ith 10 Illust.s. y.6d. 
Doyle’s (A. Conan) The Captain of the Polestar, 
ai\;l other 'Pales. <g.v. 6d. 

Doyle’s (A. Conan) The Refugees: A Tale of 
the Huguenots. With 25 Illustrations. y 6d. 
Doyle’s (A. Conan) The Stark Munro Letters. 
3.^. 6d. 

Froude’s (J. A.) The History of England, from 
' the Etfll of W'olsey to the I )efeat of the 
Spanish .Armaria. 12 vols. 3.E 6d. each. 

•Proude’s ( J. A.) The English in Ireland. 3 vols. 
lO.?. 6d. 

Froude's (J. it.) The Divorce of Catherine of 
Aragon, y. Gd. 

Froude’s (J. A.) The Spanish Story of the 
Armada, and ulln-r Ess.iys. y. Gd. 

Froude’s (J. A.) Short Studies on Great Sub- 
jects. 4 vols. y. Gd. each. 

Froude's (J. A.) Oceana, or England and Her 
Colonies. With Illustrations. 3^. Gd. 
Froude's (J. A.) The Council of Trent, y. Gd. 
Froude’s (J. A.) Thomas Carlyle: a History of 
his Life. 

1795-1835. 2 vols. 7s. 1834-1881. 2 voK. 7s. 

Froude's (J. A.) Ceesar : a .Sketch, y. Gd. 
Froude’s (J. A.) The Two Chiefs of Dunboy : an 
Irish Romance of the l.ast C'entury. y. Gd. 
Oleig’s (Rev. G. R.) Life of the Duke of 
Wellington. With Portrait, y. Gd. 
Greville's (C. C. F.i Journal of the Reigns of 
King George IV., King William IV., and 
Queen Victoria. 8 vols., 3V. Gd. each. 
Haggard’s (H. R.) She : A History of .Adventure. 

With 32 llliEstrations. y. Gd. • 

Haggard's (H. R.) Allan Quatermaln. With 
20 Illustrations. 35 6d. 


Haggard’s (H. R.) Colonel ^uaritch, V.(\ : a 
laic of ('onntiy Life. With Front ispk^ci' 
and A'lgnetti'. y. bii. 

Haggard's (H. R.) cieopatra. With 20 Ilhislra- 

tioiis. 3'. bd. 

Haggard's (H. R.) Eric Brighteyes. With 51 
lllir tMtion.s. 3.». bd. 

Haggard’s (H. R.) Beatrice. \\ ith J-'ronti.spiece ♦ 
and N’ignetti'. 3^. bd'. 

Haggard's (H. R.) Allan’s Wife. W ith 34 Illus- 
trations. y, Gd. 

Haggard (H. R.) Heart of the World. With 

15 Illustr.itions. y. 0./. 

Haggard's (H. R.) Montezuma’s Daughter. With 
23 lllu.strations. y. Gd. 

Haggard's (H. R.) The Witch’s Head. With 
10 Illustration.s. 3.0 Gd. 

Haggard's (H. R.) Mr. Meeson’s Will. With 
10 I Ilnstialions. j.f. G(/. 

Haggard's (H. R.) Nada the Lily. With 23 
lllustralions. js.O./, 

Haggard’s (H. R.) Dawn. W'lth ihllliists. 3.V. 6^/. 
Haggard's (H.«R.) The People of the Mist. "With 
lO Jlh’str.uion.s. 30 Gd. 

Haggard':. (H. R.) Joan Haste. W'ith 20 lllu.s- 

tratioi’.i. y. bd. 

Haggaid (H. R.) and Lang’s (A.) The World’! 

Desire. With 27 lllustralions. y. Gd. 

Harte’s (Bret) In the Carqulnez WooAs and 
other Stories, y. Gd. 

Helmholtz’s (Hermann von) Popular Lectures 
on Scientlflc Subjects. With 08 Illu.stration.s. 

2 vols. 35. Gd. each. 

Hornung’s (E. W.) The Unbidden Guest. 3 ^. Gd. 
Howltt’s (W.) Visits to Remarkable Places. 

With 80 lllubtr.itions. 3.r. Gd. 

Jefferies’ (R.) The Story of My Heart: My 

Autoliiography. With Portrait. 3^. Gd. 

Jefferies’ (R.) Field and Hedgerow. With 
Portrait. 3^. Gd. 

Jefferies’ (R.) Red Deer. With 17 Illusis. y. 6d. 
Jefferies’ (R.) Wood Magic: a Fable. With 
l''ronlisj)K'co and VifTnette by If. V. M. 3.E Gd. 
Jefferies (R.) The Tollers of the Field. With 
Pf)rtrait from the Bust in Salisbiiry ( 'alhcdral. 

3.\. Gd. 

Kaye (Sir J.) and Malleson’s (Colonel) History 
of the ^dian Mutiny of 1897 - 8 . 6 vols, 

3^. bd. .“ich. 

Knight's (E. F.) The Cruise of the ’Alerte’: 

tlie Nairalivv of a .Scarih for Pit -a sure on 
the De.scrt Island of 'Priruflad. With 2 
Ma[)s and 23 lllu.strations. y. Gd. 

Knight’S (E. F.) Where Three Empires Meet: a 
Nairati\r of Recent I r:i\'el m Kashmir, 
W'estein 'Pibei, Baltist.ui, Gifs^il. WilhaMap 
and 54 lllu-'tr.Uions. 30 Gd. 

Knight’s (E. F.I The ‘Falcon’ on the Baltic: a 
(’oasting V'oyagc from Hammersmith to 
(.’op»‘nhagen m a 'I'liiee-'Pon Yacht. With 
Map and ii Illuslr.itioiis. 3>. Gd. 

Kbstlin’s IJ.) Life of Luther. VVith 02 Phisira- 
tions and .\ i'.tcsimiles of MSS, y. GtL 
Lang’s (A.) Angling Sketches. With 20 Ilhistra- 
lioMS. y. Gd. 

Lang's (A.) Custom and Myth : Stiulie.-, (;f Early 
Hs;^e, and Belief, y. Gd. 

La.ng's ( A.)Cock Lane and Common-Sensf.^ '. 6d. 
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The Silver - continued. 


Lang's (A.) A Monk of Fife : a Story of the i 
Daysof Joan df Arc. With 13 Illusls. ; 

Lang’s (A.) Myth, Ritual, and Religion. 2 vols. 7s-. j 
Lees (J. A.) and Clutterbuck's (W. J.) B. C. : 
1887, A Ramble in British Columbia. With ) 
Maps and 75 Illustrations. 3J. 6 d 
Levett-Veats’ (S.) The Chevalier D'Aurlac. I 
3v. U. j 

Macaulay's (Lord) Complete Works. ‘ All;any ’ ; 
I'^dilion. With 12 l^irtraits. 12 Vf>ls. 3 V. (id. 
eat'li. 

Macaulay’S (Lord) Essays and Lays of Ancient 
Rome, etc. Witli Portrait and 4 Illustrations 
to the ' Lays ’. 3^ (id. 

Macleod’s (H. D.) Elements of Ranking, js. 6tf. 
Marbot’s (Baron de) Memoirs. 'I'ranslated. 

2 vols. 7.f. 

Marshman’s (J. C.) Memoirs of Sir Henry 
Havelock. 3 .^. 6d. 

Merivale’s (Dean) History of the Romans 
under the Empire. H vols. 3.?. 6d. each. 
Merrlman’s (H. S.) Flotsam : A I'ale of the 
Indian Mutiny. 3?. 6 </. 

Mill’s (J. S.) Political Economy. 3 .^. 6d. 

Mill’s (J. S.) System of Logic. V- 
Milner’s (Geo.) Country Pleasures : iho Chroni- 
cle of a Year chielly in 'a (iarden. 3.4. 6d. 
Nansen’s (F.) The First Crossing of v.reenland. 

With 142 Illustrations ami a Map. 3^. 6 d. 
PhlllCpps-WoIley’s (C.) Snap: a Legend of the 
] .-one Mountain With 13 Illustrations. y.6d. 
Proctor’s (R. A.) The Orbs Around Us. ^s. 6 </. 1 
Proctor’s (R. A.) The Expanse of Heaven. 3 . 9 . 6d. | 
Proctor’s (R. A.) Light Science for Leisure 
Hours. I’irsl .Scries. 3\-. 6d. 

Proctor’s (R. A.) The Moon. 3 ?. 6d. 

Proctor's (R. A.) Other Worlds than Ours. 3 .r. 6 //. 

Cookery, Domestic 

Acton. — Modern Cookery. By ; 
Eni^A Acton. With 150 Woodcuts. Fcp. 
8vo., 45. (id. 

Ashby . — Health in the Nursery. 

By Hknuv Ashhv, M.D., P'.K.C.P., Physi- 
cian to the Manchester Childien’s Hospital, 
and Lecturer on the Diseases of Children at 
the Owens College. With 25 Illustrations, 
Crown 8vo., 3.?. (id, 

Buckton. — Comfort and Cleanli- ■. 

NKSS : The Servant and Mistress (^ue.stioii. j 
By Mrs. Cathkrine M. Buckton, late 
Member of the Leeds School Board. With ; 
14 Illustrations. Crown 8vo., 25. 

Bull (Thomas, M.D.). 

Hints to Mothers on the Man- 

^GE^fE^7'OF THEIR HEALTH DVRJXG THE 

Period of Pregna.rcy. Fcp. 8 vo., 15. bd.. 
The Maternal Management of 
Children in Health and IHsrase. ; 
Fcp. 8 vo,, 15 . bd. j 

De Salis (Mrs.). ^ I 

Cakes and Confections a la i 
* Mode. Fcp. 8 vo., is . bd. ' 

Db(h : A Manual for Amateurs. 

Fcp. 8 vo., IS . bd. 


Proctor’s (R. A.) Our Place among Inflnitfes 

a Series of Essays contrasting our Littli 
Abode in Space and Time with the Infinitie; 
around us. 3,?. (^d. '* 

Proctor’s (R. A.) Other Suns than Ours. 35. 6 d 
Proctor’s (R. A.) Rough Ways made Bmootf 

3J. bd. 

Prootor’8(R.A.)PleasantWaysln Science. 35.6^ 
Proctor’s (R. A.) Myths and Marvels of At 
tronomy. 3s. bd. 

Proctor’s (R. A.) Nature Studies. 3s. bd. 
Proctor’s (R. A.) Leisure Readings. By R. A 
Proctor, Edwari^ Clodd, Andrf.v 
W ii.soN, Thomas Foster, and A. C 
Ran YARD. With Illustration.s. 3.?. bd. 
Rossetti’s (Marla F.) A Shadow of Dance. 3s. bet 
Smith’s (R. Bosworth) Carthage and the Cartha 
ginians. With Maps, Plans, etc. 3s. bd. 
Stanley’s (Bishop) Familiar Hj^tory of Birds 
With 160 Illustrations, 35. bd. 

Stephen’s (L.) The Playground of Europe (Thi 
Alps). With 4 Illustrations. 3s. (id. 
Stevenson’s (R. L.) The Strange Case of Dr 
Jekyll and Mr. Hyde; with other Fables, y.bd 
Stevenson (R. L.) and Osbourne’s (LI.) Thi 
Wrong Box. 3s. bd. 

Stevenson (Robert Louis) and Stevenson’s 
(Fanny van de Grift) More New Arabian 
Nights.—' I'he Dynamiter. 3.?. bd. 

Weyman’s (Stanley J.) The House of the 
Wolf: a Romance. 3J, bd. 

Wood’s (Rev. J. G.) Petland Revisited. With 
33 llluslrations. 35, bd. 

Wood’s (Rev. J. 0.) Strange Dwellings. With 
60 l!lustratio!).s. 3^. bd. 

Wood’s (Rev. J. G.) Opt of Doors. With ii 
llliistration.s. 35, bd. 

Management, &e. 

De Salis (MRvS.). — continued. 

Dressed Game and Poultry a la 
Mode. Fcp. 8vo., is. bd. , j 

Dressed Vegetables a la Mode. 
Fcp. 8vo., IS bd. 

Drinks la Mode. Fep.Svo., is.Sd, 
Entrees a la Modj9. Fcp. 8vo., 

IS. bd. 

Floral Decorations. Fcp. 8vo., 

IS. bd. 

Gardening a la Mode. Fcp. 8vo. 
Part I., Vegetables, is. bd. Part II., 
Fruits, IS. bd. 

Na tiona l Viands a la Mode. Fcp.* 
8vo., Ts. bd. 

New-laid Eggs. Fcp. 8vo., is. bd. 
Oysters ^ la Mode. Fcp. 8vo., 

IS. bd. 

Soups and Dressed Fish i.a 
Mode. Fcp. 8vo., is. bd. 

Sa^'ouries a la Mode. Fcp. 8vo., 

is.bd. 

* Puddings and^ Pastry a la Mode 
Fcp. 8vo., IS. bd. '' 
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Cookery, Domestio Management, &e. — continued. 


De Sails (Mrs.) — coutimied, 1 

Sweets and Supper Dishes a la 
Mode, Fcp. 8vo., fs. bd, , 

Tempting Dishes for Small In- ' 

COMES. Fcp. 8vo., IS. ^d. 

^ Wrinkles and Notions for 
Every Household. Crown 8vo., is. 6d. 

Lear. — AIa/gre Cooker v. By H. L. 

Sidney Lear. i6mo., 2s. 

o 

Msinn.- -A'/anua /. op the Prlwciples 
OP Practical Cookery. 13 y It. K. Mann, j 
CrowTi 8vff\ I 


Poole. — Cookery POP the DiAr>ETic. 

By W. H. and Mrs. Boole. With Preface 
by Dr. Pavy. P'cp. 8vo., 2s. 6d. 

Walker (Janr H.). 

A Book for Eyerv Woman. 
Part I., The Manafyement of Children 
in Health and out of Health. CrowrY* 
8 vo., 2s. (id. 

Part II. Woman in Health and out oi 
Health. Crown 8vo., 2s. 6d. 

A Handbook for Mothers : 
bein^ Simple Hints to Women on the 
Management of their Health during 
Pregnancy and Confinement, together 
with Plain Directions as to the Care 01 
Infants. Crown Hvo., 2s. 6f/. 


Miscellaneous and Critical Works. 


Armstrong. — Ess a vs and Sketches. 
By Edmund J. Armstrong. P'cp. 8vo., 5s. 

Bagehot. Li ter a r v Studies. By 
Walter Bagehot. With Portrait. 3 vols. 
Crown (^vo., 3s. 6d. each. 

Baring- Gould. — Curious AIyths of 
THE Middle Ages. By Rev. S. Bakino- 
Gould. Crown 8vo., 3s. (id, 

Baynes. - Shakespeare Studies^ 
and' other Essays. By the late Thomas 
Spencer Baynes, LL.B., LL.D. With a 
fBiographical Preface by Professor Lewis 
Campbell. Crown 8vo., 7s. (d. 

Boyd (A. K. H.) A.K.H.B.’). 

nd sec MISCHLLA NEO VS THEOLOGICA L 
«, WORKS, p. 32. 

Autumn JIo LI DAYS of a Country 
Parson. Crown 8vo., 3s. bd. 
Commonplace Philosopher. Cr. 
8vo., 3.V. (id. 

Critical Essays of a Country 
Parson. Crown 8vo., 3s. bd. 

East Coa.st Days and Memories. 
Crown 8vo., 3s. bd. 

Landscapes, Churches, and Mora- 
lities. Crown 8vo., 3s. bd. 

Leisure Hours in Town. Crown 
8vo., 3s. bd. 

Les.sons of Middle Age. Crown 
8vo., 3s. bd. 

Our Ihttle Life. Two Series. 
Crown 8vo., 3s, bd. each. 

Our Homely Comedy: and Tra- 
gedy. Crown 8vo., 3s. bd. • 

Recrea tions of a Co untr yPa rson. 
Three Series. Crown 8vo., 3s. bd. each. 


Butler (Sam URL). 

Erewhon. Crown Svo., 55. 

The Fair Haven. A Work in De- 
fence of the Miraculous Elemen'S in our 
Lord’s Ministry. Cr. 8vo., 75. bd. 

Life and Habit. An lissay after a 
Completer View of Evolution. Cr. 8vo., 
7s. bd. 

Evolution, Old and New. Cr. 

8vO., 105 . bd. 

Alps and Sanctuaries of Pied- 
mont AND Canton Ticino. Illustrated. 
Pott 4to., 105 . bd. 

Luck, or Cunning, as the Main 
Means of Organic Modification? 
Cr. 8vd., 7s. bd. 

Ex Vow. An Account of the Sacro 
Monte^r New Jerusalem at Varallo-Sesia. 
Crown Svo., los. bd. 

Selections prom IVorks, with Re- 
marks on Mr, G. j. Romanes’ ‘ Mental 
Evolution in Animals,’ and a Psalm of 
Montreal. Crown 8vo., 7.5, 6^^. 

The Authoress op the Odyssey, 

WHERE AND WHEN SlIE WROTE, WHO 

She was, the Use She made of the 
Iliad, and how 1 he Poem grew under 
Her hands. With 14 Illustrations. 

8vO., T 05 . bd. 

The Iliad of Homer. Rendered 

into Pmgli.sh Prose for the use of those 
who cannot read the original. Cro\\ffi 
8vo., 75. (id. 
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Miseellaneous and Critical y^ovks—continuecl 


C/iAK/T//:s /vViY.f.vy’A'A’, 77//; AxxrA/., 

AXD J.)n,EST: being a Classified Register 
of Charities in or available in the Metropolis. 
With an introduction by C. S. Loch, Sec- 
retary to the Council of the Charity Organi- 
sation Society, London. 8vo., 45. 

Comparetti. - - 77//; Trapitioxal 

PoE'fRV OR THE F / xxs . Hy Domenico 
CoMi'AKETM. Translated by Isakella M. ; 
Andekton. With Introduction by Andrew ; 
Lang. Svo., iGi'. j 

Dreyfus. -Z/;f;yvv.v;.s' ox J^rex(//\ 
Literature, liy Irma Dreyfus. Large I 
crown 8vo., I2s. 6d. ! 

Evans. — The Axoiext Stoxe Im-\ 

PLEMEXTS, IVEAPOXS AXD ORXAMEXTS OF \ 

Great Hretaix. Hy Sir John Evans, \ 
K.C.B., D.C.L., LL.D., F.R.S., etc. i 

537 Illustrations. Medium 8vo., 2S5. i 

Hamlin. —A Text- Book of the | 
History OF Architecture. By A. D. F. ■ 
Hamlin, A.M. W'ith 229 Illustrations. 
Crown 8vo., 75. ^d. 

Hawc^Is. — Music and Morals, By 
the Rev. H. R. Haweis. W'ith Portrait of 
the Author, and numerous Illustrations, 
Facsimiles, and Diagrams. Cr. 8vo., 7s. 6rf. 1 

Hime. — Stray Military Papers. • 
By Incut. -Colonel H. W'. L. Hime (late 
Royal Artillery). 8vo, 7.V. td. 

Hoenig*. -■ Jx (,> r!R ies ooxoerxixc the 

TaC 7 '/(S of the I'i TIRE. Fourth Edition, 
1894, of the ‘Two Brigades'. By F'Rrr/ 
Hoenig. W^ith i Sketch in the Text and 
5 Maps. Translated by Captain II. M. 
13owkr. 8\o., i!i5. net. 

Hullah . — 7 'he History of Modern 
Music. By John Hullah. Svo,, i>s. Od. 

Jefferies (Richard). 

Field and Hedgeroiy : \Vith Por- 
trait. Crown 8vo., 3s. td. 

The Story of My Heart: my 
Autobiography. With Portrait and New 
Preface by C. J. Longman. Cr. 8vo., 3s. 6<f. 
Red Deer. With 17 Illustrations. 
Crown 8vo., 3s. fid. 

The Toilers of the Field. With 

Portrait from the Bust in Salisbury 
Cathedral. Crown 8vo., 35. fid. 

Wood Mach: ; a Fable. With Fron- 
tispiece and Vignette by E. V. B. Crown 
8vo., 35. fid. 

Jekyll. — Wood AXD Gardex: Notes 
and Thoughts, Practical and Critical, of a 
^\'orking .\mateur. Bv Gertrude Jekvll. 
AVith ji Illustrations from Photographs by 
the nuthor. 8vo.. 105. fid. net. 


Johnson. — The Patentees A/an- 

UAL: a Treatise on the Law and Practice 
of Letters Patent. ByJ. & J. H. Johnson, 
Patent Agents, etc. 8 vo., 105. fid. 

Joyce. — The Origin and Histor\ 
OF Irish Names of Places. By P. W^ 
Joyce, LL.D. 2 vols. Crown Hvo., 5s. each. 

Kingsley . — A I/is-n^R]’ of French 
Art. 1100-1899. By Ro.se G. Kin(..si.i:v. 
o\o., IS. fid. net. 

Lang (ANDRiiw). 

The Ma king of Religion. Svq. , 1 2 s. 
Modern Mythology : a Reply to 
Professor Max Muller. Svo., gs. 
Letters to Dead Authors. Fcp. 

8vo., 25. fid. net. 

Books and Bookmen. With 2 
Coloured Plates and 17 Illustrations. 
Fcp. 8vo., 25. fid. net. 

Old Friends. Fcp. Svo., 2s. 6 (i. net. 
Letters on Liter a turf. Fcp. 

8vo., 2.S. fid. net. 

Essays in [.ittle. With Portrait 

of the Author. Crown 8vo., 2s.*bd. 

Cock Lane and Common-Sense. 
Crown 8 VO., 35. fid. 

The Book of Drea.ms and Ghosts. 
Crown 8vo., ts. 

Macfarren. — Lectures on Har- 
.\tONY. By Sir George A. Macfarren. 
8V0., 125. 

Madden. — The Diary of Master 
William Silence : a Study of Shake- 
speare and Elizabethan Sport. By th® 
Right Hon, D. H. Madden, Vice'Chancellor 
of the University of Dublin. 8vo., ifit. * 

Marquand and Frothingham . — A 

Text-Boor of the History of Sculp- 
tcke. By Allan Marquand, Ph.D., and 
Arthur L. Frothingham, Jurir., Ph.D., 
Professor.s of Archaeology and the History 
of Art in Princetown University. W'ith 113 
Illustrations. Crown Svo., 65. 

Max MUller (The Right Hon. P.). 

India: What can it Teach Us? 
Crown 8vo., 55. 

Chips from a German Workshop. 
Vol. I. Recent Essays and Addresses. 
Crown 8vo., 55. 

Vol. II. Biographical Essays. Crown 
Svo., 55. 

Vol. HI. Essays on Language and Litera- 
ture. Crown Svo., 55. 

Vol. IV. Essays bn Mythology and Folk 
' Lore. Crown Svo., 55. 
CoNTRUiUTIONS TO THE SCIENCE OF 
Mythology. 2 vols. 8vo., 325. 
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Miscellaneous and Critical Works — contihued. 


— Country Pleasures : the 
Chronicle of a Year chiefly in a Garden. 
JBy George Milner. Crown 8vo., 3s. td, 

l^orris (William).* 

Signs of Change. Seven Lectures 
delivered on various Occasions. Post 
8vo., 4s. 6(/. 

Hopes and Fears for Art. Five 
Lectures delivered in Birmingham, Lon- 
don, etc., in 1878-1881. Cr 8vo., 4s. 6d. 

An Address delivered at the 
Dmur/hu'/'/os oi'’PR/yj<s 70 Studex/s 

OF THE B IRM/XGHA M M UX/CIFAL Sci/OOL 
OF AR 7 ' (>.V 421 .S’ 7 ’ FEBRUARY, iHg^. 8vo., 
2 S. ()(i. get. 

Art and the Beauty of the 
Earth: a Lecture delivered at Bursleni 
Town Hall, on October 13, i8<Si. <Svo., 
2S. 6<i. net. 

Drchard, — The ^dsTRON<KVY of 
‘ M//./ox''s Paraii/be I.ost ’. By Thoma.s 
N. Orchard, M.I)., Member of the British 
Astronomical Association, With 13 Illus- 
tration?. 8vo., 65. net. 

Poore (George Vivian), M.D., 
F.R.C.P. 

Ess A KV ON R I NA /. H YGIENE. W ith 
13 Illustrations^ Crown 8vo., fis. 6{/. 
7 ?//; Diufjj.ing House. With 36 
IllustratioHs. Crown 8vo., 3s. 6//. 

Richmond,- .* a Plea for 

j Contii\^iity in Education. By Ennis Rich- 
mond. Crown Svo.. 2s. bd. 

Richter. — Ija tukes on the W/- 

7 'JoXAL (iMf.LERV. By J. P. RiCHTEK. 
With 20 Plates and 7 Illustrations in the 
Text. Crown .^0., 95. 

Rossetti. - --i S/iADOir OF Dante: 

being an Essay towards studying Himself, 
his W’orld and his Pilgrimage. By Maria 
Francesca Rossetti. With Frontispiece 
by Dante G\briel Rossetti. Crown 
8vo., 3s. 6 d, 

Shadwell. — The Lomuky JI'attr 
Su/ 77 A'. By .Arthur Sahwei.i., 

M.B. Oxon., Member of the Royal College 
of Physicians. Crown Svo., 5.V. 

Solovyoff .- --4 Modern Priestess 
OF Isis {Madame Blavatsky). Abridged 
and Translated on Behalf of the Society for 
Psychical Research fiom the Russian of 
V.sEvoLOD Sergyeevich Solovyoff. By 
Walter Leaf, Litt.D. With Appendices. 
Crown 8vo., Cs. 


Soulsby (Lucy H. M.). 

Stra I ' Tiu ) f \:ii Ts > ( Kv Rea ding. 

.Small 8vo., 2s. bd. net. 

Stra \ • Thl > l 'gh ts for Girls, i 6mo., 
IS. bd. net. 

Stray Thoughts for Mothers and 
Teachers. Fcp. 8\o., 2s. bd. net. ^ 

Stray Thoughts for Inualids. 
i6mo., 2s. net. 

Southey. — The Correstoxdknce of 
Robeiti Sol 'they \ vi thCarouxeBowles. 
Edited, with an Introduction, by Edward 
Dowden, LL.D. Svo., 14s. 

Stevens. — On the Stowage of Ships 

AND THEIR CARGOES. With Information re- 
garding Freights, Charter-Parties, etc. By 
Robert White Steven.s, Associate-Mem- 
ber of the Institute of Naval Architects. 
8 vo., 2 IS. 

Turner and Sutherland. -77//' De- 

VEI.OrMENT OF .-1 T.S 7'RAL/AN LfTEXA'TJPE. 

By Hi nkv Gvi,i:s 'I'ukner and Alexander 
Su'i iiERLANi). W'ith Portraits and Illustra- 
tions. Crown 8vo., 5.\. 

Tyszkiewicz. — Af/-MOR/i-s <)f an 

Old Cot.LEi'joR. l^y Count Mk.haei, 
Tvs/kikwil/. Translated from the h'rench 
by Mrs. .Andrew Lang. W'ith g IMates. 
Crown Svo., bs. 

Van Dyke. .1 I'ent-Boon on the 

IIisioRY OF }\u\nxu. By John C. Van 
Dvki . Professor of the History of .Art in 
Rutgers College, I’.S. With i lo Illustra- 
tions. Cl own .S\'o, bi. 

Warwick.- -Progrfss in I!o hen's 

E nUCAl ?0X fX THE B Rl TISH E MFIRE : bei llg 
the Report {)f Conferences and a Congress 
held in cfinmction with the Educational 
Section, Victorian ICra ICxhibition. • Edited 
by the Coun i ess or Warwick. Cr. 8vo. b5. 

White. Ax Examination of the 

Ch LRi.E OF Al‘i^STACY AoAtXS'T lfVv.V>.S- 
iroRTH. By W. Hale White, Editor of 
the ‘ Description of the Wordsworth and 
Coleridge MSS. in the Possession of Mr. 
T. Norton Longman'. Crown .Svo., 3:;. C(L 

Willard. — History ot Modern 
li'Ai.iAX Art. By .Ashton Pollins 
Willard. With Photogravure Frontis- 
piece and 28 Full-page Illustrations. 8vo., 
i8jt..-net. ^ 
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Miscellaneous Theological Works, 

f^or Church of England and Roman Catholic Works see Messrs. Longmans 
Special Catalogues. 


Balfour. — The Foundations of 
Belief: being Notes Introductory to the 
Study of Theology. By the Right Hon. 
Arthur J. Balfour, M.P. • 8vo., 12s. 6 d. 

Bird (Robkrt). 

A Child s Religion. Cr. 8vo., 2s. 
fosErii, THE Dreamer. Crown 
8vo., 55. * 

/esus, the Cake enter of 
NazaREPII. Crown 8vo,, 5s. 

To be had also in Two Parts, price 2s. bd. 
each. 

l^art 1 . Ga[,ii-ke and the Lake of 
Gennesakkt. 

; Part II. Jkkusai,em and thk Plk.i a. 

Boyd (A. K. H.) (‘ A.K.H.B.’). 

. '’rficCASlOKA/.ANDlMMF.MOKlAl. DaVS: 

’ Discourses. Crown 8vo., 7s. bd. 

* Counsel and Comfort lrom a 
^ ' City Pulpit. Crown 8vo., 3s. bd, 
"~f>K$iVlS^A } ' A F TER NOi LV.V IN THE Pa K IS II 
CflURCII OF A SconVSH UxiVFRSlTi' 
^ City. Crown 8vo,, 35. bd. 

- CifANCED Aspects of Unchanged 
‘ 7 'rvtps. Crown 8vo., 35. bd. 

Grader Thoughts of a Country 
- Parson. Three Scries. Crown 8vo. , 
■' 35. bd. each. 

Present Day Thoughts. Crown 
Nsvo., 3s. bd. 

•ISEASIDE Musings. Ct. 8vo., 35. 6 r 7 . 
*■ To Meet the Dav^ through the 
Qhristian Year ; being a Text of Scripture, 
with an Original Meditation and a Short 
Selection in Verse for Every Day. Crown 
Syo., 4.?. 6d, 


MacDonald (George). 

'Unspoken Sermons. Three Series 
Crown 8vo., 35. bd. each. 

The Miracles of our Lord 

Crown 8vo., 3s. bd. 

Martineau (James). 

Hours of Thought on Sacre^ 
'Dungs: Sermons, ^2 vols. Crown 8vo 
35. bd. each. 

End EA uouRS alter the Ciii^fs tia^ 
Life. Discourses. Crown 8vo., 7s. ba 
I The Seat of AurrfoRirv jn Rh 

L/G/ON. 8vo., 145. 

Es.sAi's, RpriEiFSi AND Addresse.s 
4 Vols. Crown 8vo., js. bd. each. 

Home Pra vers, with 'Piro Sfru/ce 

for Public Worship. Crown 8vo., 35, 6 c 

Max Muller (F.). 

The Origin and Grou'th of Rel. 

GION. as illustrated by the Religions c 
India. The Ilibbeit Lectures. clcHvere 
at the Chapter House, Westniinstt 
Abbe> , in 1S7S. Crown 8vo., 55. 
InTRODUC ITON TO THE SCIENCE^ O 
Religion : Pour Lectures delivered atfth 
Royal Institution. Crown 8vo., ss. 

Natural Religion. I'he Gtffor 
Lectures, delivered before the Universit 
of Glasgow in 18H8, Crown 8vo., 5^. 
Physical Rli igion. The Giffor 

Lectures, delivered before the pniversi^ 
oi Glasgow in iSgo. Crown Svo., 55. 
Anthropological Relhhon. Th 

Gillord Lectures, delivered before th&Un 
versity of Glasgow in j8gi. Cr. Svo., 5 

! Theosophy, or Psychological Ri 


j LiGiON. The Gifford Lectuies, delivere 
W)iaiXnpbG\l.— R eligion in Creek Li- before the University of Glasgow in 1895 
XBPd^-ORR. By the Rev. Lfwis Campbell, 1 Crown 8vo., 55. 

LL^D-, Emeritus Professor of Greek, 1 TlIREE LECTURES ON THE IT: PANT 
of St. .Andrews. Kvo., 155. j Philosophy, delivered at the Royj 

i>a!^dS 0 n.— 7 Vav 5 .)/, as Grounded in ' f*™ 5, 

Nature, Historically and Critically ^•^'^r.^ARl.w/N^. ZT/a LihE a^d Sa\ 
' L^ndled, Being the Burnett Lectures ^>own 8vo., 55. 

\^Wt 1892 and 1893. delivered at Aberdeen. Romanes. — Thoughts ON ReLigiois 
Davidson, M.A.,LL.D.8vo., 155. . By George J. Romanes, LL.D., F.R.S 

— The Aube dk LamenLiais. 

%^KD the Liberal Catholic MovbaIent VivgkManda. — Yoga Philosophy 
France. By the Hon. W. Gi#ii?J!fS5®5S88BBPi«|ielivered in New York, Winter < 
With Portrait. 8vo., 125. bd. VIVEKANAND7 

^ Conquering the Interns 

"he Making ‘ NatilrfchvaN^gJ^a^jali’s Yoga Aphorism 

w Lang. 8vo., pU with Comn^^t^^ Crown Svo, 35. bd. 


rLang*. — The Making 
Andrew Lang. 8vo., i 
‘'asooys/gg. | 


fr UldRAR'?""^^ 1 








